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Members  of  the  Forty-Ninth  Legislative 
Members  of  the  Legislative  Finance  Committee 

In  accordance  with  the  provisions  of  5-12-302,  MCA,  I  submit  for 
your  consideration  a  fiscal  analysis  of  state  revenue  and  expenditures 
for  the  1987  beinnium.  The  purpose  of  this  analysis  is  to  assist  the 
legislature  in  performing  its  duty  which  is  set  forth  in  Article  VIII  of 
the  Montana  constitution  as  follows : 


Article  VIII,   Section  9  -  Balanced  Budget.     Appropriations 
by  the  legislature  shall  not  exceed  anticipated  revenue. 

The  Budget  Analysis  is  designed  to  be  a  working  document 
containing  fiscal  information  relevant  to  appropriation  decisions.  We 
are  available  to  assist  all  legislators  in  obtaining  information  related  to 
fiscal  issues  and  analyzing  any  executive  proposals  presented. 

Respectfully  submitted, 


'audy  Ffippingale         ^ 
Legislative  Fiscal  Analyst 
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1987   BIENNIUM  DEFICIT  OVERVIEW 

The  executive  budget  foresees  a  deficit  of  $87.8  million  at  the  end  of  the  1987 
biennium,  or  $19.7  million  less  than  our  forecast  of  $107.5  million.  The  difference  is 
primarily  due  to  our  projections  of  an  $18.4  million  higher  level  of  supplementals. 
Table  1  lists  the  major  causes  of  the  difference  in  deficit  projections. 

Table  1 
A  Comparison  of  LFA  and  Executive  Deficit  Forecasts 

1987   Biennium 
(Millions) 

LFA  Projected  Deficit 
Lower  LFA  Revenue 
Higher  LFA  Prior  Year  Revenue 
Higher  LFA   Fiscal  1987   Supplementals 

— Public  Schools 

—Other 
Lower  LFA  Fiscal  1986  Reversions 
Other  Differences 


$107. 

,5 

(1. 

.5) 

2. 

,2 

(5, 

.0) 

(13. 

.4) 

(1. 

.5) 

(0, 

.5) 

Executive  Projected  Deficit  |_§Zj.§_ 

The  $1.5  million  difference  in  revenue  is  equal  to  0.2  percent  of  total  revenue 
for  the  biennium;  reasons  for  this  small  difference  are  discussed  in  the  Comparison  of 
General  Fund  Revenue  Projections  section  of  this  analysis.  The  LFA  figure  for  prior 
year  revenue  adjustments  includes  $2.0  million  of  accrued  interest  earnings  added  to 
prior  year  revenue  in  May.  Compared  with  the  $6.5  million  fiscal  1986  reversion  fore- 
cast by  the  executive,  the  LFA  anticipates  reversions  of  $5.0  million  as  agencies 
spend  from  budgets  tightened  by  2  percent  cuts  in  January  1986.  Rather  than  the 
$25  million  public  schools  supplemental  foreseen  by  the  executive,  the  LFA  anticipates 
a  supplemental  of  $30  million  due  to  our  lower  forecast  of  revenue  to  the  school 
equalization  aid  account.  Lastly,  the  LFA  estimate  for  other  supplementals  includes 
$3.6  million  for  medicaid  and  $9.8  million  for  the  local  government  block  grant  pro- 
gram not  in  the  executive  total. 
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The  Governor's  budget  presents  a  plan  to  balance  the  budget  based  on  his  esti- 
mate of  the  deficit.  The  LFA  has  examined  the  Governor's  proposals  and  finds  no 
material  technical  problems,  other  than  his  not  acknowledging  all  supplemental  funding 
requests  which  will  face  the  legislature.  Besides  reviewing  the  executive  proposal, 
the  LFA  has  also  presented  additional  alternatives. 

The  options  available  to  the  legislature  are  presented  in  two  tables:  1)  revenue 
shifts  to  the  general  fund,  and  2)  general  fund  expenditure  reductions.  There  are 
$71  million  of  potential  revenue  shifts  to  the  general  fund  and  $84  million  of  potential 
general  fund  expenditure  cuts.  Of  this  $155  million  in  revenue  shifts  and 
expenditure  reductions,  $34  million  of  the  shifts  are  possible  due  to  tax  increases,  fee 
increases,  or  shifting  costs  to  the  counties.  Table  2  shows  the  amount  of  each  cost 
increase  by  payer  or  revenue  source. 

Table  2 
General  Fund  Revenue  Increases  and  Reductions  Available  due  to  Cost  Shifts 

(Millions) 

Revenue  or  Reduction  Options  $155 

Less:     (1)      Gas  Tax  (10) 

(2)  Utility   Tax  (2) 

(3)  Fee  Increases  (20) 

(4)  County  Costs  (2) 

Options  Without   Cost  Shifts  $121_ 


Note:      Does  not  include  the  school  foundation  schedule  change  as  a  cost  shift. 

To  take  all  options  presented  for  expenditure  cuts  and  revenue  shifting  in  the 
Department  of  Highways,  a  $10  million  gas  tax  increase  is  required  to  maintain  the  $10 
million  fund  balance  referenced  in  House  Bill  500  as  shown  on  page  A-126  of  this 
analysis.  Of  the  fee  increases,  $18  million  is  due  to  increasing  vehicle  fees  to  fund 
the  local  government  block  grant  supplemental  and  to  replace  the  $1.5  million  general 
fund  and  $7.0   million   of  oil  severance  tax   appropriated   for  the  local  government  block 
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grant     in     fiscal     1987.        The     county     cost     increases     result     from     returning     the 
responsibility  for  county  assessors  and  appraisers  salaries  to  the  counties. 

If  none  of  the  cost  shifts  presented  by  either  the  Governor  or  the  LFA  is  ac- 
ceptable, $121  million  of  options  remain  available  for  eliminating  the  deficit.  Some 
options  are  one-time  or  temporary  solutions.  Effort  needs  to  be  made  to  identify  the 
short-  and  long-term  impacts  of  legislative  decisions  on  revenue  and  expenditure 
trends.  Ultimately,  there  must  be  a  long-term  solution  to  balance  on-going  revenues 
and  expenditures.  Sound  fiscal  policy  requires  equating  on-going  expenditures  with 
a  permanent  revenue  structure.  To  do  otherwise  will  lead  to  erratic  changes  in  tax 
and  spending  policies. 

Revenue  Shifts 

Table  3  shows  the  revenue  shifts  to  the  general  fund.  The  top  of  the  table  lists 
the  Governor's  proposals.  The  agency,  program,  or  policy  choice  is  named;  the  fund 
source  is  identified;  and  the  amount  of  revenue  shift  proposed  in  the  executive 
budget  is  shown.  In  addition,  the  maximum  amount  which  the  LFA  has  presented  as 
an  issue  for  the  same  agency  in  this  budget  analysis  is  listed.  The  "unduplicated" 
column  takes  the  maximum  dollar  amount  presented  either  in  the  Governor's  budget  or 
the  LFA  Budget  Analysis.  The  lower  part  of  the  table  lists  LFA  issues  and  identifies 
revenue  shifts  presented  in  the  budget  analysis  which  are  not  part  of  the  Governor's 
budget.  The  bottom  line  shows  that  the  maximum  amount  of  unduplicated  revenue 
shifts  is  $70.7  milUon. 
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Table  3 
Unduplicated  Revenue  Shifts  to  the  General  Fund 


Governor 

Legislative  Council 
Public  Employee  Retirement 
Department  of  Highways 


Department  of  Commerce 
Long-range  Building  Program 
Department  of  Revenue 
Department  of  Admin. 
Fish,  Wildlife,  &  Parks 
Dept.  of  Natural  Resources 
Balanced  Budget 
Foundation  Program 

GOVERNOR'S  PROPOSALS 

LFA  Issues 

Worker's  Compensation 
Health  &  Environ.  Sciences 
Department  of  Agriculture 

Department  of  Commerce 


Department  of  State  Lands 
Long  Range  Building  Program 

LFA  ISSUES 


Fund  Source 

Montana  Code  Annotated  Acct. 

Social  Security  Cont.  Acct. 

Federal  Mineral  Royalties 

Coal  Tax 

Interest  Earnings 

Coal  Board 

Capitol  Renovation  Bond  Proceeds 

Retail  Liquor  Adjustments 

TRANS  Cap.  Removal 

Trust  Fund  Cap 

Alternative  Energy  Grants 

Increased  Interest 

Education  Trust  Coal  Tax 


Crime  Victims  Fund 
Inspection  Fees 
Plant  Industry  Fees 
Pesticide  Fees 
Weights  and  Measures 
Local  Government  Block  Grant 
Science  and  Technology 
State  Lands  Aircraft 
Cash  Program 


Exec.  Amount 

LFA  Amount 

Unduplicated 

S   500,000 

$   500,000 

$    500,000 

2,000,000 

2,000,000 

2,000,000 

6,705,000 

15,544,334 

15,544,334 

6,211,000 

8,148,318 

8,148,318 

6,764,000 

-0- 

6,764,000 

1,650,000 

2,199,275 

2,199,275 

5,100,000 

5,100,000 

5,100,000 

1,085,000 

-0- 

1,085,000 

1,283,000 

1,363,000 

1,363,000 

1,761,000 

-0- 

1,761,000 

1,143,000 

-0- 

1,143,000 

4,655,000 

-0- 

4,655,000 

7,043,000 

8,094,986 

8,094,986 

$45,900,000 

$42,949,913 

$58,357,913 

TOTAL  UNDUPLICATED  GOVERNOR  AND  LFA  REVENUE  SHIFT  OPTIONS 


$  250,000 
247,600 
229,972 
326,268 
260,791 

6,977,144 
800,000 
171,968 

3,102,537 

$12,366,280 
$70^24^193 


Expenditure  Reductions 

Table  4  summarizes  the  Governor's  proposals  and  the  LFA  options  for  general 
fund  expenditure  reductions.  There  is  a  table  at  the  beginning  each  subcommittee 
section  in  the  budget  analysis  which  details  the  Governor's  across-the-board  and  poli- 
cy cuts  and  presents  the  LFA  issues.  These  tables  also  compare  the  Governor's  and 
the  LFA  issues  for  duplication  so  that  the  maximum  amount  of  "unduplicated"  general 
fund   expenditure    reductions    are    known.      Table    4    summarizes    the    bottom    line   of  the 
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subcommittee  tables  and  adds  the  foundation  program  and  the  pay  plan,  which  are  not 
in  the  subcommittees.  The  local  block  grant  supplemental  is  also  presented  as  it  is 
included  in  the  $107.5  million  LFA  deficit  projection.  Should  this  supplemental  not  be 
funded,   the  deficit  projection  would  be  reduced. 


Table  4 
Unduplicated  General  Fund  Governor's   Cuts  and  LFA   Issues 


Subcommittee 

A.  General  Government 

B.  Human  Services 

C.  Natural  Resources  and  Commerce 

D.  Institutions 

E.  Other  Education 

F.  Higher  Education 

G.  Long  Range  Planning 

Total  Subcommittees 

Foundation  Program 

Pay  Plan 

Block  Grant   Supplemental 


Additional 

nduplicated 

Governor's 

LFA 

Cuts 

Cuts 

Issues 

$   9,846,675 

$  6,093,103 

$   3,753,572 

14,337,456 

10,900,014 

3,437,442 

8,235,605 

4,021,815 

4,213,790 

3,301,930 

1,532,405 

1,769,525 

3,644,902 

2,462,135 

1,182,767 

15,773,757 

4,687,232 

11,086,525 

-0- 

-0- 

-0- 

$55,140,325 

$29,696,704 

$25,443,621 

$11,229,000 

$11,229,000 

$         -0- 

8,128,000 

8,128,000 

-0- 

9,751,272 

-0- 

9,751,272 

Total   Cut  Options 


$84,245^597 


$42,053,704 


135.194^893 


GENERAL   FUND   SUMMARY 

Coupling  the  current  revenue  projection  with  appropriations  now  on  the  books, 
the  Office  of  the  Legislative  Fiscal  Analyst  forecasts  the  general  fund  would  end  the 
1987  biennium  with  a  deficit  of  $107.5  million.  Table  1  shows  calculation  of  the 
projected  deficit. 


Table  1 

Projected  General  Fund  Balance 

Fiscal  Years  1986  and   1987 

(Thousands) 


Beginning  Fund  Balance,   July  1 

Projected  Revenue 

Net  Prior  Year  Revenue /Exp,   Adjustments 

Total  Funds  Available 

Appropriations : 
HB   375   Pay  Plan 
HB   212  Public  School  Support 
Other  Appropriation  Bills 
Emergency  &   Disaster 
Continuing  Appropriations 
Long-term  Debt   Service 
TRANS   Interest   &   Issue   Costs 
Feed  Bills 
Supplementals: 

March   1986   Special  Session 

1987   Session  -  Public  Schools 
-  Other 
2  Percent  Executive  Order  Cuts 
Reversions: 

Debt  Service 

Continuing  Appropriations 

Other 

Total  Expenditures 
Ending  Fund  Balance,    June  30 


Fiscal  1986 

Fiscal  1987 

$   27,545 

$ 

(5,251) 

346,921 

340,899 

2,993 

$ 

-0- 

$377,459 

335,648 

$      4,186 

$ 

12,314 

16,234 

16,326 

356.220 

348,674 

204 

151 

1,065 

-0- 

12,446 

12,405 

2,137 

2,000 

895 

4.481 

3,284 

4,285 

-0- 

30,067 

-0- 

20,843 

(6,951) 

-0- 

(1,932) 

(1,940) 

(78) 

-0- 

(5.000) 

(6,500) 

$382,710 

$_ 

443,106 

LiSiiiii 

|ilQIi|5Si 
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Appropriations  include  $597,000  under  feed  bills  for  the  June  1986  special 
session,  a  $30  million  supplemental  for  the  school  foundation  program,  and  other 
supplementals  totaling  $20.8  million  which  include  $7.6  million  for  the  Department  of 
Social  and  Rehabilitation  Services  and  $9.8  million  for  the  Department  of  Commerce. 
Later  sections  of  this  report  contain  details  on  our  revenue  forecast  and  supplemental 
appropriations . 

The  fiscal  1986  entry  for  other  appropriation  bills  reflects  all  general  fund 
spending  authority  on  the  books  this  year.  Since  that  authority  includes  some  bien- 
nial appropriations  which  may  not  be  spent  until  next  year,  our  forecast  of  fiscal  1986 
spending  may  be  too  high  and,  consequently,  our  projected  ending  balance  for  this 
year  too  low.  When  the  biennial  appropriations  are  spent  does  not,  however,  affect 
the  size  of  the  fiscal  1987  ending  fund  balance. 

The  Constitution's  requirement  that  appropriations  not  exceed  anticipated 
revenue  implies  the  need  for  action  to  eliminate  the  projected  deficit.  Numerous 
options  for  doing  so  are  discussed  in  this  budget  analysis. 


A    COMPARISON   OF   GENERAL   FUND   REVENUE   PROJECTIONS 


For  the  1987  biennium,  the  Office  of  the  Legislative  Fiscal  Analyst  forecasts  gen- 
eral fund  revenue  totaling  $687.8  million  or  $1.5  million  less  than  the  $689.3  million 
projected  in  the  executive  budget  before  proposed  revenue  adjustments.  Table  1 
compares  the  two  revenue  estimates  by  source. 


Table  1 

A  Comparison  of  General  Fund  Projections 

1987  Biennium 


Source 

Individual  Income  Tax 
Corporation  License  Tax 
Coal  Severance  Tax 
Oil  Severance  Tax 
Interest  On  Investments 
Long-Range  Bond  Excess 
Coal  Trust  Interest  Income 
Insurance  Premiums  Tax 
Public  Institutions  Reimb. 
Liquor  Profits 
Liquor  Excise  Tax 
Inheritance  Tax 
Metal  Mines  Tax 
Electrical  Energy  Tax 
Driver's  License  Fee 
Telephone  License  Tax 
Beer  License  Tax 
Natural  Gas  Severance  Tax 
Freight  Line  Tax 
Wine  Tax 
Other  Revenue  Sources 

Total 


LFA  Forecast 

$226,325,000 

60,856,000 

37,406,000 

36,304,000 

30,224,000 

70,675,000 

63,934,000 

34,874,000 

27,944,000 

7,750,000 

11,496,000 

15,785,000 

2,047,000 

5,153,000 

1,600,000 

6,595,000 

2,511,000 

4,835,000 

2,643,000 

1,953,000 

36,910,000 

$687^.820^000 


Executive 

LFA-Executive 

Forecast 

Difference 

$229,657,000 

$(3,332,000) 

64,328,000 

(3,472,000) 

36,723,000 

683,000 

36,572,000 

(268,000) 

26,209,000 

4,015,000 

71,630,000 

(955,000) 

65,178,000 

(1,244,000) 

33,313,000 

1,561,000 

26,916,000 

1,028,000 

8,004,000 

(254,000) 

11,632,000 

(136,000) 

15,495,000 

290,000 

1,963,000 

84,000 

5,076,000 

77,000 

1,558,000 

42,000 

6,615,000 

(20,000) 

2,548,000 

(37,000) 

5,260,000 

(425,000) 

2,444,000 

199,000 

1,928,000 

25,000 

36,284,000 

626,000 

$689^333^000 

111^513.^0001 

The  largest  dollar  differences  between  the  two  revenue  projections  are  in  indi- 
vidual income  tax,   corporation  license  tax,   and  interest  on  investments. 

In  the  following  sections,  the  assumptions  behind  the  projections  in  the  cat- 
egories with  large  differences  are  discussed  briefly. 
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Individual  Income  Tax 

For  the  1987  biennium,  our  forecast  of  g:eneral  fund  revenue  from  individual  in- 
come taxes  is  $3.3  million  lower  than  the  executive's  projection.  Table  2  compares  the 
forecasts  by  fiscal  year. 

Table  2 
A  Comparison  of  General  Fund  Revenue  from   Individual  Income  Tax 

Fiscal  1986  Fiscal  1987 

LFA  Forecast  $110,157,000  $116,168,000 

Executive  Forecast  111,385,000  118,272,000 


Difference  l^iiil^liQQQi  l^liifiiifiegi 

Our  fiscal  1986  forecast  is  based  on  11  months  of  actual  tax  activity,  two  more 
weeks  of  data  than  was  available  when  the  executive  forecast  was  made. 

For  this  year  and  next,  we  assume  more  modest  income  growth  than  the  execu- 
tive. Our  forecasts  are  based  on  the  assumption  of  1.9  percent  growth  in  non-farm 
labor  income  in  calendar  1986  and  3.7  percent  in  calendar  1987.  In  contrast,  the  ex- 
ecutive projections  rely  on  3.8  percent  growth  in  personal  income  this  year  and  8.6 
percent  in  calendar  1987.  Behind  our  forecast  of  modest  income  growth  in  calendar 
1986  is  the  expectation  of  small  wage  gains  for  those  working  and  some  job  losses  in 
the  wake  of  Burlington  Northern  and  oil-related  cutbacks.  We  expect  agricultural 
production  to  return  to  more  normal  levels  after  last  year's  drought. 

Corporation  License  Tax 

Our  forecast  of  1987  biennium  general  fund  revenue  from  the  corporation  license 
tax  is  $3.5  million  lower  than  the  executive's  estimate.  Table  3  compares  the  fore- 
casts by  fiscal  year. 
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Table  3 

A  Comparison  of  General  Fund   Revenue  from  Corporation  License  Tax 

Fiscal  Years  1986  and   1987 

Fiscal  1986  Fiscal   1987 

LEA  Forecast                                                        $33,490,000  $27,366,000 

Executive  Forecast                                               36,227.000  28,101,000 


Difference  |i|^Z|ZiM£i  |__iZ||A&Mi 

As  Table  3  indicates,  most  of  the  revenue  difference  occurs  in  fiscal  1986.  Our 
forecast  was  based  on  actual  collections  for  the  first  11  months  of  the  year.  In  con- 
trast, the  executive  projection  was  made  before  all  taxes  which  are  due  May  15  had 
been  deposited  in  the  treasury. 

Interest  On  Investments 

Over  the  1987  biennium,  our  forecast  anticipates  $4.0  million  more  revenue  from 
interest  on  investments  than  does  the  executive.  The  difference  results  from  the  ex- 
ecutive assumption  that  the  average  cash  balance  will  be  $100  million  in  fiscal  1987, 
compared  with  our  forecast  of  a  $152.4  million  balance. 

The  executive  holds  that  its  revenue  projection  coupled  with  appropriations  now 
on  the  books  would  cause  a  $66.5  million  drop  in  the  average  cash  balance.  One  of 
the  revenue  adjustments  proposed  in  the  executive  budget  is  an  increase  in  interest 
income  of  $4.7  million  from  balancing  the  budget  compared  vath  the  executive  revenue 
assumption  of  an  unbalanced  budget. 

In  contrast,  the  LFA  projection  of  a  $152.4  million  cash  balance  assumes  a  bal- 
anced budget.  According  to  the  constitution,  the  budget  must  be  balanced  with  ap- 
propriations limited  by  anticipated  revenue. 

Table  4  compares  fiscal  year  1986  and  1987  LFA  and  executive  general  fund 
revenue  projections  by  category. 
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Table  4 

General  Fund  Revenue  Comparison 

Fiscal  Years  1986  and  1987 

(Thousands) 


-  Fiscal  1986 

-  Fiscal  1987 

Category 

LFA 

Executive 

Difference 

LFA 

Executive 

Difference 

Individual  Income  Tax 

$110,157 

$111,385 

$(1,228) 

$116,168 

$118,272 

$(2,104) 

Corporation  License  Tax 

33,490 

36,227 

(2,737) 

27,366 

28,101 

(735) 

Coal  Severance  Tax 

19,995 

19,995 

-0- 

17,411 

16,728 

683 

Oil  Severance  Tax 

22,836 

22,526 

310 

13,468 

14,046 

(578) 

Interest  on  Investments 

15,981 

16,001 

(20) 

14,243 

10,208 

4,035 

Long-Range  Bond  Excess 

35,460 

36,070 

(610) 

35,215 

35,560 

(345) 

Coal  Trust  Interest  Income 

29,445 

29,074 

371 

34,489 

36,104 

(1,615) 

Insurance  Premiums  Tax 

16,845 

15,943 

902 

18,029 

17,370 

659 

Public  Institutions  Reimbur. 

13,676 

13,284 

392 

14,268 

13,632 

636 

Liquor  Profits 

4,119 

4,187 

(68) 

3,631 

3,817 

(186) 

Liquor  Excise  Tax 

5,818 

5,906 

(88) 

5,678 

5,726 

(48) 

Inheritance  Tax 

7,813 

7,659 

154 

7,972 

7,836 

136 

Metal  Mines  Tax 

994 

994 

-0- 

1,053 

969 

84 

Electrical  Energy  Tax 

2,530 

2,529 

1 

2,623 

2,547 

76 

Driver's  License  Fees 

800 

768 

32 

800 

790 

10 

Telephone  License  Fees 

3,217 

3,196 

21 

3,378 

3,419 

(41) 

Beer  License  Tax 

1,284 

1,310 

(26) 

1,227 

1,238 

(11) 

Natural  Gas  Severance  Tax 

2,503 

2,627 

(124) 

2,332 

2,633 

(301) 

Freight  Line  Tax 

1,195 

1,195 

-0- 

1,448 

1,249 

199 

Wine  Tax 

959 

944 

15 

994 

984 

10 

Other  Revenue  Sources 

17,804 

17,648 

156 

19,106 

18,636 

470 

Total 

$346,921 

S349j^468 

$(2^547) 

$340_j^899 

$339,865 

$  1^034 
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For  the  1987  biennium ,  the  Office  of  the  Legislative  Fiscal  Analyst  forecasts  gen- 
eral fund  revenue  will  total  $687.8  million.  Table  1  compares  actual  fiscal  1985  reve- 
nue with  projections  for  fiscal  years  1986  and  1987  by  category. 


Table  1 

General  Fund   Revenuf! 

Fiscal  Years   1985  through   1987 

(thousands) 


Category 

Individual  Income  Tax 
Corporation  License  Tax 
Coal  Severance  Tax 
Oil  Severance  Tax 
Interest  on  Investments 
Long-Range  Bond  Excess 
Coal  Trust  Interest  Income 
Insurance  Premiums  Tax 
Public  Institutions  Reimb. 
Liquor  Profits 
Liquor  Excise  Tax 
Inheritance  Tax 
Metal  Mines  Tax 
Electrical  Energy  Tax 
Driver's  License  Fees 
Telephone  License  Fees 
Beer  License  Tax 
Natural  Gas  Severance  Tax 
Freight  Line  Tax 
Wine  Tax 
Other  Revenue  Sources 

Total 


Actual 

-  -  -  Projected  -  -  - 

-  Percent 

Change 

FY   1985 

FY   1986 

FY   1987 

•85-'86 

'86-'87 

$115,877 

$110,157 

$116,168 

(4.9) 

5.5 

36,697 

33,490 

27,366 

(8.7) 

(18.3) 

17,432 

19,995 

17,411 

14.7 

(12.9) 

32,527 

22,836 

13,468 

(29.8) 

(41.0) 

25,724 

15,981 

14,243 

(37.9) 

(10.9) 

37,536 

35,460 

35,215 

(5.5) 

(0.7) 

27,400 

29,445 

34,489 

7.5 

17.1 

15,692 

16,845 

18,029 

7.3 

7.0 

12,895 

13,676 

14,268 

6.1 

4.3 

4,466 

4,119 

3,631 

(7.8) 

(11.8) 

5,935 

5,818 

5,678 

(2.0) 

(2.4) 

7,657 

7,813 

7,972 

2.0 

2.0 

1,977 

994 

1,053 

(49.7) 

5.9 

2,362 

2,530 

2,623 

7.1 

3.7 

804 

800 

800 

(0.5) 

0.0 

2,932 

3,217 

3,378 

9.7 

5.0 

1,156 

1,284 

1,227 

11.1 

(4.4) 

2,946 

2,503 

2,332 

(15.0) 

(6.8) 

1,379 

1,195 

1,448 

(13.3) 

21.2 

906 

959 

994 

5.9 

3.6 

13,432 

17,804 

19,106 

32.5 

7.3 

1367^730 

$346^.921 

1340^899 

=4iiZ2 

=LliU 

As  table  1  indicates,  general  fund  revenue  is  forecast  to  decline  5.7  percent  in 
fiscal  1986  and  1.7  percent  in  fiscal  1987.  The  largest  dollar  declines  for  fiscal  1986 
are  expected  to  occur  in  the  oil  severance  tax  where  a  reduction  in  the  tax  rate  is 
accompanied  by  lower  prices  and  production  and  in  interest  on  investments  where 
both    interest    rates    and    the    balance    available    for    investment    are    projected    to    fall. 
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Further  declines  in  oil  price,  production,  interest  rates,  and  investable  balances  are 
forecast  for  fiscal  1987. 

Our  general  fund  revenue  projections  are  premised  on  the  assumption  current 
state  and  federal  tax  laws  remain  unchanged  during  the  1987  biennium.  Tax  changes 
made  by  the  Montana  legislature  or  the  passage  of  federal  tax  reform  may  affect  gen- 
eral fund  revenue. 

The  following  sections  discuss  the  basis  of  the  projections  for  each  source  of 
genersil  fund  revenue. 

INDIVIDUAL  INCOME  TAX 
Individuals  earning  income  in  Montana  are  subject  to  a  tax  on  their  gross  in- 
comes after  allowance  for  exemptions  and  deductions.  Sixty-four  percent  of  individual 
income  tax  receipts  are  deposited  in  the  general  fund.  Table  2  shows  general  fund 
revenue  from  the  individual  income  tax  since  fiscal  1980  and  projections  for  fiscal 
years  1986  and  1987. 

Table  2 
Historic  and  Projected  General  Fund  Collections  of  Individual  Income  Taxes 

Fiscal  Years   1980  through  1987 

Fiscal  Year  Collections  Percent  Change 

1980  $  86,391,870 

1981  93,463,223  8.2 

1982  92,034,568  (1.5) 

1983  97,152,215  5.6 

1984  109,021,660  12.2 

1985  115,876,580  6.3 
-------------------  Projected  ------------------ 

1986  110,157,000  (4.9) 

1987  116,168,000  5.5 

The  indexing  of  tax  liabilities  began  with  calendar  year  1981.  With  indexing, 
the  value  of  the  personal  exemption,  the  standard  deduction,  and  the  sizes  of  the  tax 
brackets   are   determined  by   the  increase  in   the   consumer  price  index   from   June   1980 
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to  June  of  the  calendar  year  for  which  the  tax  return  is  filed.  Our  forecasts  are 
based  on  a  1.1  percent  increase  in  the  consumer  price  index  between  June  1985  and 
June  1986  and  a  2,9  percent  increase  the  following  year. 

In  our  projections ,    Montana  income  is   anticipated   to   grow   2   percent   in   calendar 

1986  and  almost  4  percent  next  year.  Tax  collections  rise  because  the  rate  of  income 
growth  exceeds  the  rate  of  inflation  and  because  the  use  of  tax  credits  to  reduce 
liabilities  is  forecast  to  decline  as  investment  tax  credits  shrink. 

Not  included  in  our  revenue  projections  is  the  impact  of  federal  tax  reform.      The 
current    Senate   proposal   calls    for   the   elimination   of   some   tax    deductions    January    1, 

1987  and  a  reduction  in  tax  rates  July  1,  1987.  The  proposed  federal  changes  affect 
Montana  tax  revenue  in  two  ways.  First,  because  Montana's  definition  of  adjusted 
gross  income  is  closely  linked  to  the  federal,  eliminating  credits  would  increase 
Montana  adjusted  gross  income  and  taxes  due.  Second,  if  lower  tax  rates  translate  to 
lower  federal  tax  payments ,  the  change  would  reduce  the  state  itemized  deduction  for 
federal  taxes  for  the  two-thirds  of  Montanans  who  itemize  and,  consequently,  increase 
the  amount  of  state  taxes  owed.  How  federal  tax  reform  affects  individual  income  tax 
revenue  depends  on  the  specifics  of  the  proposal  which  passes  Congress. 

CORPORATION  LICENSE  TAX 
Each  corporation  doing  business  in  Montana  is  assessed  a  corporation  license  tax 
equal  to  6.75  percent  of  its  net  income.  Corporations  are  subject  to  a  minimum  tax  of 
$50.  When  a  company's  fiscal  year  corresponds  with  the  calendar  year  as  it  does  for 
most  corporations,  the  tax  is  due  May  15  on  net  income  earned  during  the  preceding 
calendar  year.  Those  corporations  which  operate  in  other  states  and/or  countries  and 
are  classified  as  unitary  (i.e.,  business  within  Montana  is  dependent  upon  and  con- 
tributory to  business  outside  the  state)  must  apportion  income  to  Montana  for  tax 
purposes  using  a  formula  which  considers  the  proportions  of  worldwide  sales,  payroll, 
and  property  in  Montana. 
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Table    3    shows    total    and    general    fund   collections   of  the   corporation   license   tax 
since  fiscal  1980  and  projections  for  fiscal  years  1986  and  1987. 


Table  3 

Historic  and  Projected  Corporation  License  Tax  Revenue 

Fiscal  Years  1980  through  1987 


Percent  Change 

General 

in  General 

Fiscal  Year 

Total  Revenue 

Fund  Revenue 

Fund  Revenue 

1980 

$45,623,189 

$26,658,417 



1981 

52,900,964 

30,962,755 

16.2 

1982 

44,630,472 

26,234,444 

(15.3) 

1983 

35,824,951 

20,733,658 

(21.0) 

1984 

35,396,239 

20,547,177 

(0.9) 

1985 

62,670,886 

-  Project 

36,697,611 

ed 

78.6 

1986 

57,697,000 

33,490,000 

(8.7) 

1987 

46,532,000 

27,366,000 

(18.3) 

Distribution  of  corporation  license  tax  collections  depends  on  the  source  of  the 
revenue.  Revenue  collected  from  banks  and  savings  and  loan  associations  is  dis- 
tributed 80  percent  to  the  taxing  jurisdictions  in  which  the  financial  institution  is 
located  and  20  percent  to  the  state.  Combining  this  20  percent  with  all  revenue  from 
corporations  other  than  financial  institutions,  64  percent  of  the  total  is  deposited  in 
the  general  fund,  25  percent  in  the  school  equalization  aid  account,  and  11  percent  in 
the  long-range  building  debt  service  account. 

While  corporation  taxes  are  dependent  on  the  profitability  of  corporations  operat- 
ing in  Montana,  two  other  factors  contribute  to  fluctuations  in  tax  receipts:  tax 
credits  and  audit  collections.  Credits  causing  the  largest  reductions  in  tax  liabilities 
during  the  last  five  years  v/ere  the  business  inventory  tax  and  the  investment  tax 
credit.  Because  business  inventories  are  no  longer  taxed  and  the  investment  tax 
credit  has  been  reduced  to  5  percent  of  the  federal  credit,  the  effect  of  tax  credits 
on  revenue  is  expected  to  be  much  less  in  the  future  than  the  recent  past. 
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As    table    4    shows,    audit    collections    have    contributed    to    fluctuations   in    corpo- 
ration tax  revenue. 

Table  4 

Corporation  Tax   Revenue  and  Audit  Collections 

Fiscal  Years   1982  through   1985 

Revenue  from 
Total  Revenue  Audit  Collections  Other  Sources 

$44,630,472  $   5,283.256  $39,347,216 

35,824,951  10,441,348  25,383,603 

35,396,239  4,616,498  30,779,741 

62,670,886  16,578,676  46,092,209 


Audit  collections  are  expected  to  total  approximately  $9.5  million  in  fiscal  1986 
and  $5.0  million  in  fiscal  1987. 

To  forecast  fiscal  1986  revenue,  collections  through  May  were  assumed  to  equal 
99  percent  of  annual  revenue  based  on  the  historic  collection  pattern  of  the  last  three 
years.  The  projection  for  fiscal  1987  was  based  on  the  Wharton  Econometrics'  forecast 
of  U.S.  corporate  profits  before  taxes  which  shows  only  1  percent  growth  and  the  as- 
sumption audits  return  to  a  more  normal  level  of  $5.0  million. 

COAL   SEVERANCE   TAX 

All  coal  companies  whose  annual  production  is  50,000  tons  or  greater  must  pay 
coal  severance  taxes  on  annual  production  in  excess  of  20,000  tons.  For  coal  with  a 
per  pound  heating  value  of  7,000  BTU's  or  greater,  the  severance  tax  rate  is  30  per- 
cent of  the  contract  sales  price.  For  coal  with  a  lower  heating  value,  the  severance 
tax  rate  is  20  percent.  Over  99  percent  of  Montana's  coal  production  is  taxed  at  the 
30  percent  rate. 

Coal  severance  tax  collections  fell  by  8.2  percent,  or  $7.56  million,  from  fiscal 
1985  to  fiscal  1986.  A  further  decline  of  $0.88  million  is  projected  for  fiscal  1987. 
While  total  collections   fell  in   fiscal   1986,    the  coal   severance  tax   deposit   to  the   general 
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fund  increased  due  to  an  increase  in  the  general  fund  share  of  total  coal  tax  col- 
lections. The  general  fund  received  19  percent  of  coal  tax  collections  in  fiscal  1985, 
23.75  percent  in  fiscal  1986,  and  will  receive  20.9  percent  in  fiscal  1987.  Table  5 
shows  the  historic  and  projected  coal  tax  deposits  to  the  general  fund  in  fiscal  years 
1980  through  1987. 

Table  5 
Historic  and  Projected  General  Fund  Revenue  from  the  Coal  Severance  Tax 

Fiscal  Years   1980  through   1987 

Revenues  Percent  Change 

$20,222,579 

13,378,906  (33.8) 

16,375,541  22.4 

15,208,581  (7.1) 

15,736,468  3.5 

17,432,312  10.8 


Fiscal  Y 

ear 

1980 

1981 

1982 

1983 

1984 

1985 

Projected 


1986  19,994,900  14.7 

1987  17,411,000  (12.9) 


Montana's  coal  production  has  grown  slowly  in  the  1987  biennium.  Production  is 
now  projected  to  grow  by  only  4.3  percent  from  fiscal  1985  to  fiscal  1987.  Competi- 
tion from  Powder  River  Basin  coal  in  Wyoming,  Canadian  hydropower,  and  increased 
use  of  oil-fired  plants  in  California  has  slowed  the  growth  in  demand  for  Montana 
coal.  In  April  1986,  Western  Energy  reduced  its  projected  calendar  year  1986  pro- 
duction for  the  Colstrip  plants  by  1.3  million  tons  due  to  reduced  sales  of  electricity 
to  California. 

Table  6  shows  historic  and  projected  coal  production,  price,  and  tax  collections 
for  fiscal  years   1980  through   1987. 
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Table  6 

Historic  and  Projected  Taxable  Coal  Production,  Price  and  Severance  Tax  Collections 

Fiscal  Years  1980   throuR-h   1987 

Coal 

Production  Contract  Coal  Tax 

Fiscal  Year                                  (tons)  Sales  Price  Collections 

1980  34,359,771  $  7.30  $74,252,715 

1981  30,136,682  7.84  70,415,074 

1982  31,983,591  9.00  86,386,848 

1983  26,448,307  10.11  80,044,981 

1984  27,394,512  10.10  82,823,411 

1985  31,002,175  9.88  91,748,856 


------------------  Projected  ------------------- 

1986  31,114,028  9.07  84,189,052 

1987  32,337,000  8.76  83,305,884 


The  average  contract  sales  price  for  Montana's  coal  has  fallen  in  the  1987  bienni- 
um  from  the  previous  biennium.  The  major  explanation  is  the  cancellation  of  two 
million  tons  of  production  under  the  Decker  contract  with  the  Lower  Colorado  River 
Authority  (LCRA).  The  LCRA  contract  was  a  higher-priced  contract  compared  to 
other  Decker  and  Montana  coal  contracts.  While  Decker  was  able  to  offset  its  produc- 
tion losses  through  a  1.7  million  ton  contract  with  a  new  customer,  it  did  so  at  a  sig- 
nificantly lower  price.  The  average  contract  sales  price  for  Decker  and  Montana  coal 
has  fallen  as  a  result . 

The  fiscal  1987  price  estimate  anticipates  that  the  average  price  of  Montana  coal 
will  fall  in  response  to  the  reduction  in  the  contract  sales  price  for  Decker  Coal.  For 
other  Montana  producers,  the  price  of  coal  is  expected  to  remain  stable  or  decrease 
slightly.  The  royalty  reduction  formula,  which  allows  producers  to  deduct  federal, 
state  and  tribal  royalties  in  the  calculation  of  the  contract  sales  price,  will  serve  to 
restrain  or  lower  the  contract  sales  price  for  Montana  coal  in  fiscal  1987.  Western 
Energy  and  Decker  Coal  have  large  federal  leases  which  will  be  renewed  at  a  12.5 
percent    royalty    rate    in    fiscal    1987.      The    former    royalty    rate    on    these    leases    was 
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$0.20/ton.  The  effect  of  the  royalty  reduction  formula  will  be  to  restrain  the  price 
increase  which  would  have  otherwise  occurred. 

Finally,  the  coal  production  incentive  tax  credit,  which  was  approved  by  the 
1985  legislature  in  House  Bill  607,  will  be  an  important  factor  affecting  coal  tax  col- 
lections in  the  1987  biennium.  The  tax  credit  on  calendar  1985  and  1986  production  is 
applied  against  quarterly  tax  payments  in  1986  and  1987,  respectively.  In  fiscal 
1986,  the  tax  credit  applied  only  to  the  last  quarter  of  tax  collections,  but  it  will  be 
applied  to  all  four  quarters  of  fiscal  1987  collections.  Of  the  $1.08  million  tax  credit 
which  will  be  given  on  calendar  year  1985  coal  production.  Decker  Coal  will  receive 
$814,250  or  75  percent.  The  coal  production  incentive  tax  credit  was  $270,462  in  fis- 
cal 1986  and  is  projected  to  be  $1.46  million  in  fiscal  1987. 

Table  7  shows  the  distribution  of  coal  tax  collections  among  recipients  for  fiscal 
years   1986  and   1987. 


Table  7 

Distribution  of  Coal  Severance  Taxes 

Fiscal  1986  and   1987 


Fiscal  1986 

Actual 

Fiscal  1987 

Projected 

Percent 

Fiscal 

Percent 

Fiscal 

Category 

Allocation 
50.00 

1986 
$42,094,526 

Allocation 
50.00 

1987 

Constitutional  Trust 

$41,652,942 

General  Fund 

23.75 

19,994,900 

20.90 

17,410,930 

Education  Trust 

10.00 

8,418,905 

8.80 

7,330,918 

Local  Impact 

3.00 

2,525,671 

2.64 

2,199,275 

Public  School  Equalization 

5.00 

4,209,453 

4.40 

3,665,459 

Parks  Acquisition/Cultural 

Projects 

2.50 

2,104,726 

2.20 

1,832,729 

Alternative  Energy 

1.25 

1,052,363 

1.10 

916,365 

Renewable  Resources  Develo] 

Draent 

0.63 

526,182 

0.55 

458,182 

Water  Development 

0.63 

526,182 

0.55 

458,182 

County  Land  Planning 

0.50 

420,945 

0.44 

366,546 

Library  Commission 

0.50 

420,945 

0.44 

366,546 

Conservation  Districts 

0.25 

210,473 

0.22 

183,273 

Ilwy  Reconstruction  Trust 

2.00 

1,683,781 

7.76 

6,464,537 

Total 

100.00 

$84^89^52 

100.00 

====== 

$83,305,884 

19 


GENERAL  FUND  REVENUE  PROJECTIONS 
Page  9 

Since  January  1983,  the  coal  severance  taxes  paid  by  Westmoreland  Coal  Company 
for  production  on  Crow  tribal-owned  land  have  been  escrowed.  The  balance  in  the 
escrowed  account  now  totals  $21.5  million.  In  September  1985,  the  federal  district 
court  in  Billings  confirmed  the  state's  authority  to  tax  production  of  tribal-owned  coal 
on  off- reservation  land.  However,  the  case  has  been  appealed  to  the  9th  Circuit 
Court  of  Appeals  in  San  Francisco.  If  distribution  of  the  escrowed  taxes  were  to  oc- 
cur in  the  1987  biennium,    the  general  fund  would  gain  at  least  $3.8  million. 

OIL  SEVERANCE  TAX 
In  its  1981  regular  session,  the  legislature  raised  the  oil  severance  tax  from  2.1 
percent  on  the  first  $6,000  of  total  gross  value  and  2.65  percent  on  the  excess  to  5 
percent  on  all  crude  oil  produced  excluding  that  used  in  production  operations.  The 
tax  rate  increased  to  6  percent  on  April  1,  1983  and  decreased  to  5  percent  on  April 
1,  1985.  One-third  of  total  oil  severance  tax  receipts  are  earmarked  for  the  local 
government  block  grant  program.  Counties  with  an  increase  in  production  during  a 
fiscal  year  receive  the  tax  collected  on  that  increase;  the  state  now  withholds  estimat- 
ed county  payments  during  the  year  production  takes  place  and  compensates  counties 
the  following  year.  In  fiscal  years  1984  and  1985,  county  payments  were  made  with  a 
general  fund  appropriation,  rather  than  with  funds  withheld  from  revenue.  Table  8 
shows  general  fund  revenue  from  the  oil  severance  tax  since  fiscal  1980  and  projec- 
tions for  fiscal  years   1986  and  1987. 
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Table  8 
Historic  and  Projected  General  Fund  Revenue  from  the  Oil  Severance  Tax 

Fiscal  Years   1980  through  1987 

Fiscal  Year  Revenue  Percent   Change 

1980  $10,544,555 

1981  18,654,469 

1982  45,473,425 

1983  43,787,960 

1984  32,686,015 

1985  32,526,656 


76, 

.9 

143, 

,8 

(3, 

.7) 

(25, 

.4) 

(0, 

.5) 

-----------------  Projected  --------------- 

1986  22,836,000  (29.8) 

1987  13,468,000  (41.0) 


Approximately  three-fourths  of  the  revenue  increase  occurring  in  fiscal  1982  was 
due  to  the  higher  tax  rate  imposed  that  year.  In  fiscal  1984,  the  decline  in  tax  rev- 
enue was  attributable  to  declines  in  taxable  production  and  price  and  to  earmarking 
one-third  of  tax  collections  for  local  governments. 

Table  9  shows  taxable  production  and  average  price  since  fisced  1980. 

Table  9 

Taxable  Oil  Production  and  Average  Price 

Fiscal  Years   1980  through   1987 


Taxable  Production 

Fiscal  Year 

(barrels) 

Percent  Change 

Average  Price 

1980 

28,682,202 

(1.3) 

$14.29 

1981 

28,431,470 

(0.8) 

26.25 

1982 

30,362,796 

6.8 

33.83 

1983 

29,551,328 

(2.7) 

30.53 

1984 

28,517,073 

(3.5) 

28.54 

1985 

29,871,626 

4.7 

27.16 

rro]ectea 

1986 

28,985,000 

(3.0) 

24.07 

1987 

27,536,000 

(5.0) 

15.00 
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For  the  first  three  quarters  of  fiscal  1986,  taxable  production  has  fallen  2.3  per- 
cent compared  with  the  same  period  in  fiscal  1985  and  price  has  averaged  $25.36. 
Fiscal  1986  revenue  is  assumed  to  equal  $22,836,000  based  on  an  average  price  of 
$24.07  and  a  3  percent  decline  in  taxable  production. 

Taxable  production  is  expected  to  continue  its  decline  in  fiscal  1987.  Compared 
with  the  same  period  in  the  preceding  year,  fiscal  1986  production  was  down  0.7  per- 
cent in  the  June  quarter,  down  2.0  percent  in  the  September  quarter,  and  down  4.2 
percent  in  the  December  quarter.  If  the  rate  of  decline  accelerates  to  5.0  percent 
for  the  March  quarter,  fiscal  1986  taxable  production  will  total  28,985,000  barrels,  a 
3.0  percent  decline  from  fiscal  1985.  Shutdowns  of  stripper  wells  and  cuts  in  explo- 
ration and  development  budgets  coupled  with  natural  production  declines  are  projected 
to  result  in  a  5  percent  decrease  in  taxable  production  in  fiscal  1987. 

As  has  been  the  experience  of  the  recent  past,  the  price  of  crude  oil  is  expect- 
ed to  fluctuate  in  fiscal  1987.  Current  refiners'  contract  prices  in  Montana  appear  to 
average  about  $13  in  late  May.  Our  forecast  of  $15  for  the  year  requires  a  price  in- 
crease from  the  present  level  during  the  year. 

INTEREST  ON  INVESTMENTS 
Interest  on  investments  not  earmarked  for  other  accounts  is  deposited  in  the 
general  fund.  This  pool  of  investments  is  known  as  the  treasurer's  fund.  Shown  in 
Table  10  are  interest  earned  on  the  treasurer's  fund,  the  average  yield,  and  the  av- 
erage balance  without  the  proceeds  from  the  sale  of  tax  or  revenue  anticipation  notes 
(TRANS). 
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Table  10 
Historical  and  Projected   Interest  on  the  Treasurer's  Fund  and  Average  Balance 

Fiscal  Years  1980  through  1987 


Average  Balance 

Interest  On 

Average 

Without  TRANS 

Fiscal  Year 

Treasurer's  Fund 
$18,644,739 

Interest  Rate 
9.19% 

(Millions) 

1980 

$169.6 

1981 

26,518,071 

11.04% 

203.3 

1982 

42,442,555 

13.59% 

274.8 

1983 

29,918,421 

10.87% 

249.9 

1984 

23,898,968 

10.75% 

222.2 

1985 

25,723,532 

9.87% 

226.5 

1986 

15,981,000 

7.70% 

163.4 

1987 

14,243,000 

7.11% 

152.4 

To  project  interest  earned  on  the  treasurer's  fund,  three  variables  must  be  fore- 
cast: the  average  interest  rate  the  fund  will  earn,  the  average  balance  without 
TRANS  proceeds,  and  the  average  amount  of  TRANS  proceeds  in  the  treasurer's  fund 
(which  is  based  on  the  timing  and  amount  of  the  TRANS  sale). 

After  beginning  the  year  above  8  percent,  the  yield  on  the  treasurer's  fund  fell 
to  7.4  percent  in  March.  A  further  decline  is  anticipated  in  the  final  quarter  of  fis- 
cal 1986,  giving  an  average  interest  rate  of  7.70  percent  for  the  year.  Based  on 
forecasts  by  Wharton  Econometrics,  the  interest  rate  is  projected  to  average  7.11  per- 
cent in  fiscal   1987. 

The  shortfall  of  general  fund  revenue  compared  with  expenditures  in  fiscal  1986 
has  contributed  to  a  drop  in  cash  available  for  investment.  Year-to-date  experience 
indicates  the  balance  will  average  $163.4  million  for  the  year.  If  fiscal  1987,  the  av- 
erage balance  is  expected  to  decline  to  $152.4  million  with  additional  reductions  in  the 
average  general  fund  balance.  Our  forecasted  balance  does,  however,  assume  action 
will  be  taken  to  balance  the  budget  for  the  biennium. 
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The  revenue   forecast   also  assumes  $50   million   of  TRANS   are   sold   early  in   fiscal 
1987. 

LONG-RANGE  BOND  EXCESS 
The  bond  transfer  to  the  g-eneral  fund  is  made  from  the  long-range  building  pro- 
gram debt  service  account  and  is  equal  to  the  balance  in  the  account  in  excess  of 
that  which  must  be  held  for  future  principal  and  interest  payments.  Since  funds  for 
principal  and  interest  payments  come  from  a  general  fund  appropriation,  all  revenue 
deposited  in  this  debt  service  account  is  available  for  transfer  to  the  general  fund. 
The  debt  service  account  receives  11  percent  of  individual  income  and  corporation  li- 
cense tax  receipts  paid  to  the  state,  79.75  percent  of  the  cigarette  tax,  and  the  to- 
bacco products  tax.  Table  11  shows  bond  transfers  to  the  general  fund  since  fiscal 
1980  and  projections  for  fiscal  years   1986  and  1987. 

Table  11 
Historic  and  Projected  Long-range  Bond  Excess  to  the  General  Fund 

Fiscal  Years  1980  through  1987 

Fiscal  Year  Transfer  Percent  Change 

1980  $20,700,000 

1981  26,500,000  28.0 

1982  29,450,000  11.1 

1983  22,797,971  (22.6) 

1984  41,682,643  82.8 

1985  37,535,668  (9.9) 


Projected 


1986  35,460,000  (5.5) 

1987  35,215,000  (0.7) 


Long-range  building  bonds  were  refinanced  during  fiscal  1984  which  inflated  the 
general  fund  transfer  for  that  year  by  approximately  $13.1  milUon. 

Most  revenue  transferred  to  the  general  fund  from  the  debt  service  account  is 
derived  from  the  individual  income  and  corporation  license  tax.  The  assumptions  un- 
derlying the  revenue  projections  for  those  taxes  have  been  discussed  previously. 
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Currently  cigarettes  are  taxed  at  the  rate  of  16  cents  per  package,  with  sellers 
receiving  a  discount  which  averages  5  percent  for  affixing  the  tax  insignia  and 
precollecting  the  tax  on  behalf  of  the  state.  Packages  of  cigarettes  sold  in  Montana 
declined  at  an  average  rate  of  4  percent  annually  between  fiscal  1983  and  1985. 
Based  on  year-to-date  experience,  cigarette  sales  are  anticipated  to  decline  2.5  per- 
cent in  fiscal  1986  and  another  2.5  percent  in  fiscal  1987.  The  long-range  building 
program  debt  service  account  receives  79.75  percent  of  total  revenue  from  the  ciga- 
rette tax. 

All  revenue  from  the  tobacco  products  tax  is  deposited  in  the  debt  service  ac- 
count. The  tax  is  levied  at  the  rate  of  12.5  percent  on  the  wholesale  price  of  tobac- 
co products  other  than  cigarettes.  To  defray  the  costs  of  collection  and  adminis- 
tration, wholesalers  are  granted  a  discount  of  5  percent,  making  the  effective  tax 
rate  11.875  percent.  Collections  in  fiscal  1986  through  April  are  above  those  for  the 
same  time  period  in  the  preceding  year.  During  each  fiscal  1986  and  1987,  revenue 
was  assumed  to  increase  4.6  percent  based  on  the  increase  observed  in  fiscal  1986. 

COAL   TAX   FUND   INTEREST 

The  permanent  coal  tax  trust  fund  receives  50  percent  of  annual  coal  severance 
tax  collections  and  15  percent  of  its  own  interest.  The  remaining  85  percent  of  the 
trust  fund  interest  is  deposited  to  the  general  fund. 

The  coal  severance  tax  bond  program  was  established  by  the  1981  legislature  to 
promote  water  development  projects  in  Montana.  These  bonds  are  subsidized  by  the 
coal  tax  deposit  to  the  permanent  trust  when  water  development  loan  repayments  do 
not  cover  debt  service  costs.  The  coal  tax  subsidy  for  debt  service  of  coal  sever- 
ance tax  bonds  is  projected  to  be  less  than  $400,000  for  each  year  of  the  1987  bienni- 
um. 

Table  12  shows  the  historic  and  projected  coal  trust  deposits  to  the  general 
fund.      Fiscal  1984  was  the  first  year  that   15  percent  of  the  trust  fund  earnings   were 
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re-invested  in    the   permanent   trust.      Prior    to   fiscal    1984,    the    general   fund    received 
100  percent  of  the  coal  trust  interest  earnings. 

Table  12 

Historic  and  Projected  Coal  Trust  Earnings  to  the  General  Fund 

Fiscal  Years   1980  through   1987 

Fiscal  Year  Revenue  Percent  Change 

1981  $  7,421,902 

1982  11,542,421  55.5 

1983  18,466,762  60.0 

1984  18,947,636  2.6 

1985  27,400,000  44.6 


-----------------  Projected  ------------------ 

1986  29,445,000  7.5 

1987  34,489,000  17.1 


Interest  earnings  on  the  coal  tax  trust  fund  are  directly  related  to  coal  tax  col- 
lections and  interest  rates.  The  decline  in  coal  tax  collections  in  the  1987  biennium 
has  had  the  obvious  effect  of  reducing  the  principal  available  for  investment,  which 
over  the  long-term  will  effect  the  level  of  investment  earnings. 

In  the  1987  biennium,  falling  interest  rates  on  new  securities  have  caused  a  de- 
cline in  the  average  yield  of  the  coal  tax  trust.  At  the  same  time,  the  trust  fund 
has  profited  from  falling  interest  rates  through  the  sale  of  long-term  securities.  Cor- 
porations which  issued  long-term  securities  at  13  to  16  percent  interest  rates  have 
"called  in",  or  refunded,  these  securities  and  paid  a  premium  to  the  bondholders  to 
do  so.  Profits  (or  losses)  on  the  sale  of  trust  fund  securities  are  credited  as  cur- 
rent year  investment  income  and  are  not  re-invested  in  the  trust  fund.  In  fiscal 
1987,   the  general  fund  is  expected  to  gain  over  $5.4  million  from  bond  calls. 

While  bond  calls  increase  profits  in  the  short-run,  they  also  accelerate  the  de- 
cline in  the  average  yield  of  the  trust  fund.  When  the  principal  from  the  bond  sale 
is     re-invested,     it     is     re-invested     at     current     (lower)     interest     rates.        Over     the 
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long-term,    the   lower    trust    fund    earnings    will    partially   offset    the    profits    that    have 
been  made  in  the  short-run. 

Table    13    shows    the    interest    rate    assumptions    that    have    been    used    to    project 
earnings  on  the  permanent  coal  tax  trust. 

Table  13 
Interest  Rate  Assumptions  for  Projecting  Coal  Tax  Trust  Earnings 

1987   Biennium 

Fiscal  1986  Fiscal  1987 

New  Long-Term   Securities  10.72%  9.25% 

Short-Term  Investments  8.35%  7.28% 

INSURANCE  TAXES 
Insurance  companies  operating  in  the  state  are  required  to  pay  a  tax  equal  to 
2  3/4  percent  of  net  premiums  on  policies  sold  in  Montana  (Section  33-2-705,  MCA). 
From  collections  of  the  insurance  tax,  payments  are  made  to  police  and  firefighters' 
pension  funds.  Beginning  in  fiscal  1986,  the  insurance  department  in  the  State  Audi- 
tor's Office  is  funded  from  insurance  premium  taxes.  After  payments  to  pension 
funds  and  expenditure  by  the  insurance  department,  the  remainder  of  tax  receipts 
are  deposited  in  the  general  fund.  Since  fiscal  1980,  general  fund  revenue  from  in- 
surance taxes  has  fluctuated  as  shown  in  table   14. 
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Table  14 
Historic  and  Projected  General  Fund  Revenue  from  Insurance  Taxes 

Fiscal  Years   1980  through   1987 


Fiscal  Year  Collections                                              Percent  Change 

1980  $11,031,794 

1981  9,551,061  (13.4) 

1982  12,790,003  33.9 

1983  13,001,479  1.6 

1984  13,621,332  4.8 

1985  15,691,565  15.2 


Projected 


1986  16,845,000  7.3 

1987  18,029,000  7.0 


The  revenue  decline  in  fiscal  1981  is  due  to  a  change  in  accounting  procedures, 
not  a  drop  in  collections. 

The  procedure  used  in  forecasting  general  fund  revenue  from  insurance  premium 
taxes  was  to  project  total  insurance  premium  taxes,  then  subtract  an  estimate  of 
required  pension  fund  payments  and  insurance  department  expenditures  to  determine 
the  genereil  fund  deposit.  Total  insurance  premium  taxes  are  expected  to  grow  12.3 
percent  in  fiscal  1986,  a  projection  based  on  year-to-date  receipts.  In  fiscal  1987, 
taxes  were  forecast  to  increase  7.4  percent  consistent  with  average  growth  over  the 
preceding  five  years.  Included  in  the  projections  is  revenue  from  the  45  cents  annu- 
al charge  per  Montana  resident  covered  by  a  health  insurance  policy;  this  charge  was 
first  imposed  in  fiscal  1986  and  was  designed  to  fund  a  genetics  program  which  re- 
ceived a  general  fund  appropriation. 

Payments  to  police  and  firefighters'  pension  funds  are  forecast  to  increase  from 
$4.3  million  in  fiscal  1985  to  $4.9  million  in  fiscal  1986  and  $5.4  million  in  fiscal  1987, 
for  growth  of  13.0  percent  in  fiscal  1986  and  9.7  percent  in  fiscal  1987.  Responsible 
for  most  of  the  growth  are  increases  in  the  contribution  rates  paid  by  the  state  which 
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became  effective  July  1,  1985.  In  addition,  revenue  from  insurance  premium  taxes 
are  now  required  to  amortize  unfunded  liabilities  incurred  under  a  prior  plan  when 
cities  join  the  pension  plan  administered  by  the  state.  Payments  for  the  unfunded 
liability  began  in  fiscal  1986  and  are  forecast  to  total  $95,000  each  year  of  the  bienni- 
um. 

Lastly,  revenue  was  reduced  by  approximately  $715,000  each  year  for  the  appro- 
priation from  insurance  taxes  to  fund  the  Insurance  Division  in  the  State  Auditor's 
Office.  Remaining  taxes  after  payments  to  pension  funds  and  funding  of  the  Insur- 
ance Division  were  assumed  to  be  deposited  in  the  general  fund. 

INSTITUTIONAL  REIMBURSEMENT 
Five  of  Montana's  state  institutions  --  Montana  Development  Center,  Center  for 
the  Aged,  Eastmont,  Montana  State  Hospital  (which  includes  the  Galen  and  Warm 
Springs  campuses)  ,  and  the  Veteran's  Home  --  collect  partial  reimbursement  for  the 
costs  of  patient  care.  While  all  funds  which  reimburse  the  Veteran's  Home  and  funds 
from  the  alcohol  program  at  Galen  are  returned  to  those  institutions,  other  reimburse- 
ments are  deposited  in  the  general  fund.  Table  15  shows  general  fund  collections  of 
institutional  reimbursement  since  fiscal  year  1980  and  projections  for  fiscal  years  1986 
and  1987. 

Table   15 
Historic  and  Projected  General  Fund  Collections  of  Institutional  Reimbursement 

Fiscal  Years   1980  through   1987 

Fiscal  Year  Collections  Percent  Change 

1980  $  7,992,615 

1981  9,972,309  24.7 

1982  10,974,197  10.0 

1983  11,406,505  3.9 

1984  9,179,920  (19.5) 

1985  12,895,427  40.5 


Projected 


1986  13,676,000  6.1 

1987  14,268,000  4.3 
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Table  17 

Historic  and  Projected   Unit  Sales  by  the  Liquor  Division 

Fiscal  Years  1980  through  1987 


Unit  Sales 

7,358,847 
7,518,342 
7,381,728 
7,147,581 
6,846,154 
6,317,465 

Liquor 
Pe 

pe 

Unit  Sales 

837,252 
661,592 
679,817 
555,635 
446,793 
333,922 

-  Wine 
Pe 

Fiscal  Year 

1980 
1981 
1982 
1983 
1984 
1985 

rcent  Chan 

2.2 
(1.8) 
(3.2) 
(4.0) 
(7.7) 

-  Projected 

(5.4) 
(4.0) 

;rcent  Change 

(21.0) 

2.8 
(18.3) 
(19.6) 
(25.3) 

1986 
1987 

5,979,000 
5,740,000 

299,000 
287,000 

(10.5) 
(4.0) 

Unit  sales  shown  for  fiscal  1986  are  projected  from  year-to-date  sales  through 
March.  In  fiscal  1987,  sales  are  expected  to  continue  their  decline,  but  at  a  some- 
what slower  rate  than  in  the  recent  past. 

Fiscal  1986  liquor  prices  rise  from  the  fiscal  1985  level  due  primarily  to  the  $2 
per  gallon  increase  in  the  federal  excise  tax  last  October  which  was  reflected  in  high- 
er retail  selling  prices.  Apart  from  the  effect  of  the  federal  excise  tax,  the  average 
price  of  liquor  has  changed  little  since  fiscal  1984  and  is  expected  to  remain  at  this 
year's  level  in  fiscal  1987.  Wine  prices,  in  contrast,  have  fluctuated  over  time  and 
are  expected  to  increase  almost  5  percent  in  fiscal  1987  over  the  fiscal  1986  level 
which  was  projected  from  year-to-date  sales  through  March. 

Through  the  first  nine  months  of  fiscal  1986,  the  Liquor  Division  held  operating 
expenses  2.8  percent  below  expenses  for  the  same  period  in  fiscal  1985.  This  trend 
is  forecast  to  continue  this  year  and  expenses  to  hold  constant  in  fiscal  1987. 
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Table  16 

Historic  and  Projected  Liquor  Profits  and  General  Fund  Deposit 

Fiscal  Years   1980  through   1987 


Fiscal  Year 

1980 

1981 

1982 

1983 

1984 

1985 

Liquor  Profits  General  Fund  Deposit 

$6,028,438  $5,500,887 

6,028,851  7,499,113 

5,681,187  5,750,000 

5,010,213  4,500,000 

5,408,943  5,782,000 

4,340,660  4,466,000 


--------------  Projected  --------------- 

1986  4,119,000  4,119,000 

1987  3,631,000  3,631,000 


The  Liquor  Division  determines  the  amount  transferred  to  the  general  fund  which 
need  not  match  profits  earned. 

Profits  earned  by  the  Liquor  Division  depend  on  the  units  of  liquor  and  wine 
sold,  prices,  and  operating  expenses.  During  the  past  five  years,  unit  sales  of  li- 
quor and  wine  in  state  stores  and  agencies  have  declined,  a  trend  expected  to  contin- 
ue in  the  forecast  period.  Table  17  shows  unit  sales  by  the  Liquor  Division  since 
fiscal  1980  and  projections  for  fiscal  years  1986  and  1987. 
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Fiscal  1984  revenue  was  deflated  by  $2.4  million  of  institutional  reimbursement 
earned  that  year  which  was  not  credited  to  the  general  fund  until  the  following  year. 

Four  sources  contribute  to  institutional  reimbursement:  private  resources  of  the 
patients  op  parties  responsible  for  them,  insurance,  medicare,  and  medicaid.  In  fiscal 
1985,  medicaid  payments  accounted  for  89  percent  of  total  institutional  reimbursement. 
Medicaid  reimbursement  was  forecast  based  on  the  assumption  that  patient  days  would 
remain  at  the  fiscal  1985  level,  reimbursement  rates  would  rise  3  percent  in  fiscal  1987 
over  the  actual  fiscal  1986  rates,  and  the  Montana  Youth  Treatment  Center  would  not 
gain  certification  in  the  1987  biennium. 

Fiscal  1986  revenue  includes  $285,000  attributable  to  the  Department  of  Insti- 
tution's decision  to  release  funds  previously  held  in  patients'  accounts  for  Center  for 
the  Aged  and  Eastmont  residents.  Another  $1.55  million  was  transferred  to  the  gen- 
eral fund  as  prior  year  revenue.  The  patients'  accounts  lawsuit  was  initiated  over 
ten  j'^ears  ago  and  challenged  the  department's  authority  to  collect  reimbursement  from 
a  patient's  private  resources.  Still  in  the  trust  accounts  is  a  balance  of  approximate- 
ly $3  million  held  for  Montana  Development  Center  and  Montana  State  Hospital  patients 
which  the  department  has  indicated  will  not  be  deposited  in  the  general  fund  until  the 
lawsuit  is  settled.  Our  forecast  assumes  the  lawsuit  will  not  be  resolved  this  bienni- 
um and  the  funds  will  not  be  transferred. 

LIQUOR   PROFITS 
The    Liquor    Division    in    the    Department    of    Revenue    operates    stores    throughout 
Montana  which  seU  liquor  and  wine  to  the  public  and  other  retail  establishments.      Ta- 
ble 16   shows  liquor  profits  earned  and  the  general  fund  deposit  made  by  the  division 
since  fiscal  1980  and  gives  projections  for  fiscal  years  1986  and   1987. 


32 


GENERAL   FUND   REVENUE   PROJECTIONS 
Page  21 


Table   17 

Historic  and  Projected  Unit  Sales  by  the  Liquor  Division 

Fiscal  Years   1980  through  1987 


Liqi 

nor 

-  Wine  - 

Fiscal  Year 

Unit  Sales 

Percent  Change 

Unit  Sales 

Percent  Change 

1980 

7,358,847 



837,252 



1981 

7,518,342 

2.2 

661,592 

(21.0) 

1982 

7,381,728 

(1.8) 

679,817 

2.8 

1983 

7,147,581 

(3.2) 

555,635 

(18.3) 

1984 

6,846,154 

(4.0) 

446,793 

(19.6) 

1985 

6,317,465 

(7.7) 

333,922 

(25.3) 

rrojeciea 

1986 

5,979,000 

(5.4) 

299,000 

(10.5) 

1987 

5,740,000 

(4.0) 

287,000 

(4.0) 

Unit  sales  shown  for  fiscal  1986  are  projected  from  year-to-date  sales  through 
March.  In  fiscal  1987,  sales  are  expected  to  continue  their  decline,  but  at  a  some- 
what slower  rate  than  in  the  recent  past. 

Fiscal  1986  liquor  prices  rise  from  the  fiscal  1985  level  due  primarily  to  the  $2 
per  gallon  increase  in  the  federal  excise  tax  last  October  which  was  reflected  in  high- 
er retail  selling  prices.  Apart  from  the  effect  of  the  federal  excise  tax,  the  average 
price  of  liquor  has  changed  little  since  fiscal  1984  and  is  expected  to  remain  at  this 
year's  level  in  fiscal  1987.  Wine  prices,  in  contrast,  have  fluctuated  over  time  and 
are  expected  to  increase  almost  5  percent  in  fiscal  1987  over  the  fiscal  1986  level 
which  was  projected  from  year-to-date  sales  through  March. 

Through  the  first  nine  months  of  fiscal  1986,  the  Liquor  Division  held  operating 
expenses  2.8  percent  below  expenses  for  the  same  period  in  fiscal  1985.  This  trend 
is  forecast  to  continue  this  year  and  expenses  to  hold  constant  in  fiscal  1987. 

LIQUOR   EXCISE   TAX 
Section   16-1-401,    MCA,    authorizes   collection   of  a  liquor  excise  tax   and  sets   the 
rate   at   16   percent   of  the   retail   selling  price.    (The   retail   seUing   price   is    defined   as 
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the  state's  cost  plus  mark-up  and  is  less  than  a  customer  pays  in  a  state  liquor 
store.)  All  revenue  collected  from  the  tax  is  deposited  in  the  general  fund.  As 
shown  in  table  18,  the  growth  in  excise  tax  collections  has  slowed  since  fiscal  1980 
and  became  negative  during  the  last  three  fiscal  years,  a  trend  forecast  to  continue 
in  fiscal  years  1986  and  1987. 

Table  18 

Historic  and  Projected  Liquor  Excise  Tax  Collections 

Fiscal  Years  1980  through  1987 

Fiscal  Year  Collections  Percent  Change 

1980  $5,764,741  (lV.9) 

1981  6,340,958  10.0 

1982  6,572,066  3.6 

1983  6,599,727  (0.2) 

1984  6,415,784  (2.2) 

1985  5,935,058  (7.5) 


Projected 


1986  5,818,000  (2.0) 

1987  5,678,000  (2.4) 


The    decline   in    tax   collections   reflects   the   drop   in   unit   sales,    discussed   in   the 
section  on  liquor  profits,   which  are  partially  offset  by  price  increases. 

INHERITANCE  TAX 
Title  72  of  the  Montana  Code  Annotated  authorizes  the  collection  of  Inheritance 
and  estate  taxes.  The  inheritance  tax  liability  depends  on  the  size  of  an  estate  and 
the  relationship  of  the  heirs  to  the  descendant.  Estate  taxes  also  depend  on  the  size 
of  the  estate  and  are  equal  to  the  credit  allowed  by  the  federal  estate  tax  for  state 
taxes.  Since  fiscal  1980,  collections  from  inheritance  and  estate  taxes  have  generally 
declined  as  shown  in  table  19. 
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Table  19 

Historic  and  Projected  Inheritance  Tax  Revenue 

Fiscal  Years  1980  through  1987 


Fiscal  Year 

1980 
1981 
1982 
1983 
1984 
1985 


1986 
1987 


Collections 

$8,537,242 
6,195,069 
7,680,529 
6,398,489 
5,960,471 
7,656,622 

-  Projected 

7,813,000 
7,972,000 


Percent  Change 


(27.4) 
24.0 

(16.7) 
(6.8) 
28.5 


2.0 
2.0 


The  general  downward  trend  in  tax  collections  since  fiscal  1980  can  be  attributed 
to  several  statutory  changes.  At  the  state  level,  the  1979  legislature  exempted  the 
inheritance  received  by  a  decedent's  spouse  from  taxation,  while  the  1981  legislature 
eliminated  the  tax  on  the  inheritance  of  lineal  descendants.  At  the  national  level,  the 
Economic  Recovery  Tax  Act  of  1981  modiiied  federal  estate  tax  laws.  Modifications 
enacted  include  increases  in  the  unified  credit  and  elimination  of  the  tax  on  transfers 
between  spouses. 

For  fiscal  1986,  the  projection  of  inheritance  tax  collections  was  based  on 
year-to-date  collections  through  April  and  the  historic  collection  pattern  for  the  last 
three  years.  The  2.0  percent  growth  rate  of  fiscal  1986  was  assumed  to  continue  in 
fiscal  1987. 

METAL  MINES   TAX 

The    metal    mines    tax    is    levied    on    producers    of   gold,    silver,    copper,    lead,    and 

any   other  metal  or  precious   or   semiprecious   gems  or   stones   of  any   kind.      Beginning 

with    the    calendar    1985    tax    year,    no    tax    will    be    assessed    on    the    first    $250,000    of 

gross   value   of  metal  mined,    exempting  mines   with  little  output,    and   the   marginal   tax 
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rate  rises  from  0.5  percent  on  the  second  $250,000  of  gross  value  to  1.5  percent  on 
gross  value  over  $1,000,000.  Collections  for  tax  years  beginning  after  December  31, 
1984  are  allocated  67  percent  to  the  general  fund  and  33  percent  to  the  hard-rock 
mining  impact  trust  account.  The  tax  is  due  on  March  1  for  production  during  the 
preceding  calendar  year.  Prior  to  calendar  year  1985,  the  tax  rate  varied  from  0.15 
percent  on  the  first  $100,000  to  1.438  percent  on  value  over  $500,000.  All  revenue 
was  deposited  in  the  general  fund. 

Table  20  shows  general  fund  revenue  from  the  metal  mines  tax  since  fiscal  1980. 

Table  20 

Historic  and  Projected  Collections  of  the  Metal  Mines  Tax 

Fiscal  Years  1980  through   1987 

Collections  Percent  Change 

$2,516,820 

1,564,569  (37.8) 

1,861,209  19.0 

1,542,061  (17.1) 

2,630,135  70.6 

1,977,324  (24.8) 

------------  Projected  ------------------- 


Fiscal  Year 

1980 

1981 

1982 

1983 

1984 

1985 

1986  994,000  (49.7) 

1987  1,053,000  5.9 


The  increase  in  fiscal  1984  tax  collections  reflects  the  opening  of  the  Golden 
Sunlight  Mine  and  expansion  of  production  by  ASARCO. 

During  fiscal  years  1980  through  1983,  the  Anaconda  Company  paid  the  majority 
of  the  metal  mines  tax  and  revenue  was  dependent  on  the  price  of  copper  and  pro- 
duction levels  by  that  company.  In  fiscal  years  1984  and  beyond,  most  of  the  tax 
was  paid  by  gold  and  silver  producers. 

Fiscal  1986  revenue  was  assumed  to  equal  the  $994,000  collected  year-to-date. 
Since  the  tax  is  due  March  1  for  production  during  the  preceding  calendar  year,  no 
additional  tax  collections  are  expected  in  the  last  month  of  the  fiscal  year. 
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Projections  of  future  revenue  from  the  metal  mines  tax  were  made  by  assuming 
production  remains  at  calendar  1985  levels  for  current  operations  and  no  new  mines 
commence  operations.  The  price  of  silver  is  forecast  to  fall  from  the  $6  level  of  cal- 
endar 1985  to  $5.00  per  ounce  in  1986.  Gold  is  projected  to  sell  for  $340  per  ounce, 
which  is  higher  than  its  $317  average  for  calendar  1985.  The  last  major  metal 
produced  in  Montana,  copper,  is  forecast  to  have  an  average  price  of  65<t  in  calendar 
1986,   compared  with  56$  last  year. 

ELECTRICAL  ENERGY   PRODUCERS   LICENSE   TAX 
Electrical   energy   producers   are   taxes   $0.0002   per  kilowatt   hour   (kwh)    on   elec- 
tricity   or    electrical    energy    generated,    manufactured,    or    produced    in    the    state    of 
Montana.      Since  fiscal  1980,    the  license  tax  revenue  has   grown   as  shown  in  table  21. 
Table  21  also  includes  projections  for  fiscal  years   1986  and  1987. 

Table  21 
Historic  and  Projected  Electrical  Energy  Producer's  License  Tax  Revenue 

Fiscal  Years  1980  through  1987 

Fiscal  Year  Revenue  Percent  Change 

1980  $2,060,960 

1981  1,367,959 

1982  1,753,173 

1983  1,546,157 

1984  2,413,172 

1985  2,361,855 

------------------  Projected  ------------ 


(33. 

6) 

28 

.2 

(11. 

8) 

56 

.1 

(2. 

1) 

1986  2,530,000  7.1 

1987  2,623,000  3.7 


Several  factors  account  for  the  fluctuations  in  revenue.  First,  in  fiscal  1981, 
Montana  Power  underpaid  its  taxes  to  compensate  for  overpayments  in  the  preceding 
three  years.  Second,  fiscal  1984  revenue  was  inflated  by  audit  collections  of 
$552,000. 
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Since  the  final  tax  payment  for  the  fiscal  year  is  due  April  30,  fiscal  1986  reve- 
nue was  forecast  to  equal  revenue  collected  through  the  end  of  May.  Fiscal  1987  pro- 
duction was  assumed  to  remain  at  the  fiscal  1986  level  plus  the  increase  attributable 
to  Colstrip  4's  being  available  for  production  the  entire  year  compared  with  four 
months  in  fiscal  1986.  Consistent  with  the  coal  production  assumptions  in  our  reve- 
nue projections,  electrical  energy  production  reflects  no  surplus  power  sales  in 
California. 

DRIVERS  LICENSE  FEES 
Section  61-5-111(6),  MCA  establishes  fees  for  the  issuance  of  driver's  licenses 
and  motorcycle  endorsements.  The  general  fund  receives  40  percent  of  the  revenue 
from  drivers  licenses  and  60  percent  from  motorcycle  endorsements.  As  shown  in  ta- 
ble 22,  general  fund  revenue  has  declined  since  fiscal  1980  and  is  expected  to  remain 
at  the  $800,000  level  in  fiscal  years  1986  and  1987. 

Table  22 
Historic  and  Projected  General  Fund  Collections  from  Driver's  License  Fees 

Fiscal  Years   1980  through  1987 

Fiscal  Year  Collections  Percent  Change 

1980  $1,189,407 

1981  1,163,701 

1982  916,652 

1983  816,376 

1984  799,652 

1985  803,983 


(2, 

.2) 

(21, 

.2) 

(10, 

.9) 

(2, 

.0) 

0. 

.5 

---------------  Projected  -------------- 

1986  800,000  (0.5) 

1987  800,000  0.0 


The  size  of  the  drop  in  fiscal  1982  revenue  is  attributable  to  the  redistribution 
of  total  receipts:  beginning  October  1,  1981,  35  percent,  rather  than  5  percent,  of 
collections     from     driver's     license     fees     was     deposited    in     the     state     traffic     safety 
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education  account.      Counties  collecting  the  fees  retain   3   1/3  percent  of  driver  license 
fees  and  5  percent  of  motorcycle  endorsements. 

Based  on  year-to-date  receipts,  fiscal  1986  driver's  license  fee  revenue  appears 
to  be  catching  up  to  the  level  of  the  previous  two  years.  Consequently,  general 
fund  revenue  for  both  fiscal  1986  and  1987  is  forecast  to  total  $800,000. 

TELEPHONE   COMPANY   LICENSE   TAX 

Authorized  by  Section  15-53-101,  MCA,  the  telephone  company  license  tax  is 
equal  to  1.725  percent  of  gross  income  in  excess  of  $250  quarterly  derived  from  any 
telephone  business  within  the  state. 

Since  fiscal  1980,  collections  of  the  telephone  company  license  tax  have  risen 
from  $1.8  million  to  $2.9  million  as  shown  in  table  23.  Revenue  is  expected  to  in- 
crease to  $3.4  million  in  fiscal  1987. 

Table  23 

Historic  and  Projected  Telephone  Company  License  Tax  Revenue 

Fiscal  Years  1980  through  1987 

Fiscal  Year  Collections  Percent   Change 

1980  $1,783,776  9.2 

1981  2,039,383  14.3 

1982  2,167,815  6.3 

1983  2,463,670  13.6 

1984  2,521,905  2.4 

1985  2,931,732  16.2 


-----------------  Projected  ------------------ 

1986  3,217,000  9.7 

1987  3,378,000  5.0 


Because  tax  receipts  rise  with  the  gross  incomes  of  covered  telephone  companies, 
tax  increases  are  due  to  growth  in  the  quantity  of  services  provided  and  to  the  Pub- 
lic Service  Commission's  (PSC)  granting  rate  increases.  Since  Mountain  Bell  pays  the 
majority  of  the  tax   (70  percent  in  fiscal  1985),   decisions  in  its  rate  cases  account  for 
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the  largest  part  of  the  increase  in  tax  collections  above  that  induced  by  growth  or 
shrinkage  in  the  quantity  of  services  provided.  AT&T  Communications  paid  18  per- 
cent of  total  taxes  collected  in  fiscal  1985. 

Fiscal  1986  taxes  are  to  total  $3,217,000  based  on  year-to-date  collections.  In 
fiscal  1987,  revenue  is  expected  to  grow  5  percent  assuming  continued  revenue 
growth  from  rate  increases  granted  during  the  past  year  and  no  increase  in  rates 
from  new  filings. 

BEER  TAX 
Sections  16-1-406  through  408,  MCA,  levy  taxes  totaling  $4.30  per  31-gallon  bar- 
rel of  beer.  From  the  tax  on  each  barrel,  $1.80  is  deposited  in  the  general  fund, 
$1.50  goes  to  incorporated  cities  and  towns,  and  $1.00  is  credited  to  the  Department 
of  Institutions  for  alcoholism  programs.  The  1985  legislature  increased  the  tax  rate 
30$  per  barrel  and  specified  that  the  additional  tax  would  be  deposited  in  the  general 
fund.     Table  24  shows  general  fund  revenue  from  the  beer  tax  since  fiscal  1980. 

Table  24 

Historic  and  Projected  General  Fund  Revenue  from  the  Beer  Tax 

Fiscal  Years   1980  through   1987 

Fiscal  Year  Revenue  Percent  Change 

1980  $1,216,504 

1981  1,218,383 

1982  1,229,888 

1983  1,235,805 

1984  1,204,236 

1985  1,156,186 


Projected 


1986  1,284,000 

1987  1,227,000 


1. 

.2 

0, 

.2 

0. 

.9 

0, 

.5 

(2, 

.6) 

(4. 

.0) 

11, 

.1 

(4. 

.4) 

Because  the  rate  of  the  beer  tax  was  not  changed  between  fiscal  years  1980  and 
1985,  the  percent  changes  in  tax  revenue  shown  in  table  24  for  that  time  period  re- 
flect  changes   in    barrels   of  beer   taxed.      The    decline    which    began    in    fiscal    1984    has 
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continued  through  the  first  nine  months  of  fiscal  1986.  Based  on  year-to-date  re- 
ceipts and  the  historic  collection  pattern,  fiscal  1986  general  fund  revenue  from  the 
beer  tax  is  forecast  to  total  $1,284,000;  this  revenue  corresponds  with  a  5.9  percent 
decline  in  barrels  taxed.  (Revenue  increases  due  to  the  20  percent  higher  tax  rate  in 
fiscal  1986.)  The  downward  trend  in  consumption  is  projected  to  continue  at  the  same 
rate  in  fiscal  1987,   yielding  general  fund  revenue  of  $1,227,000. 

The  November  ballot  will  include  a  constitutional  amendment  v/hich  would  raise 
the  legal  drinking  age  to  21  effective  January  1,  1987.  If  the  amendment  passes, 
beer  consumption  and  taxes  in  fiscal  1987  would  be  expected  to  fall  more  than  our 
forecast  assumes. 

NATURAL   GAS   SEVERANCE   TAX 

In  accordance  with  Section  15-36-101,  MCA,  a  severance  tax  of  2.65  percent  of 
total  gross  value  is  levied  on  the  production  of  natural  gas  in  the  state.  Tax  reve- 
nue on  a  year-to-year  production  increase  within  a  county  is  paid  to  that  county. 
The  remainder  of  the  tax  is  deposited  in  the  general  fund. 

Since  fiscal  year  1980,  natural  gas  severance  tax  collections  by  the  general  fund 
have  increased  as  shown  in  table  25.  Table  25  also  shows  forecasts  for  fiscal  years 
1986  and   1987. 
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Table  25 

Historic  and  Projected  Natural  Gas  Severance  Tax 

Fiscal  Years   1980  through   1987 


Fiscal  Year  General  Fund  Revenue  Percent  Change 

1980  $1,264,024 

1981  1,881,292  48.8 

1982  2,474,811  31.5 

1983  2,525,059  2.0 

1984  2,797,996  10.8 

1985  2,945,778  5.3 


Projected 


1986  2,503,000  (15.0) 

1987  2.332,000  (6.8) 


Between  fiscal  1980  and  1983,  the  money  to  pay  counties  with  increased  produc- 
tion was  set  aside  from  tax  collections  before  the  general  fund  deposit  was  made.  In 
fiscal  years  1984  and  1985,  payments  were  made  with  a  general  fund  appropriation, 
rather  than  withholding  money  from  the  general  fund.  The  change  in  accounting  pro- 
cedures accounts  for  most  of  the  growth  in  revenue  between  fiscal  years  1983  and 
1984.  A  change  back  to  the  original  method  of  withholding  estimated  payments  from 
revenue  accounts  for  most  of  the  decline  in  fiscal  1986. 

Receipts  from  the  natural  gas  tax  depend  on  the  levels  of  taxable  production  and 
price.  In  January  1985,  the  federal  government  removed  controls  on  the  price  of 
most  natural  gas.  The  Montana  average  price  of  gas  fell  from  $2.53  per  thousand  cu- 
bic feet  (MCF)  in  the  quarter  ending  December  1984  to  $2.32  in  the  quarter  ending 
March  1985.  Since  that  time,  price  has  changed  little  and  averaged  $2.38  for  the  two 
following  quarters.  Falling  oil  prices  will  add  to  the  existing  downward  pressure  on 
natural  gas  prices  resulting  from  oversupply.  The  projected  price  for  fiscal  1986  is 
based  on  actual  prices  this  year  and  the  assumption  average  price  will  fall  7.5  per- 
cent in  the  March   1986   quarter,    consistent   with  the  outlook   of  those  in  the  industry. 
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Price  is  assumed  to  fall  another  7.5   percent  in  fiscal   1987  to  an   average  of  $2,17   per 
MCF,   very  close  to  the  current  Canadian  border  price  of  $2.20  per  MCF. 

In  a  reversal  of  the  recent  trend,  fiscal  1986  production  is  expected  to  increase 
2.9  percent  over  the  fiscal  1985  level,  based  on  year-to-date  data.  Fiscal  1987  pro- 
duction is  forecast  to  fall  2.0  percent  due  to  declining  crude  oil  production  and  de- 
clining demand  by  utility  customers. 

FREIGHT  LINE  COMPANY  LICENSE  TAX 
Established  by  Section  15-55-102,  MCA,  the  freight  line  company  license  tax  is 
assessed  at  the  rate  of  "5^  percent  of  the  total  gross  earnings  received  from  all 
sources  by  reason  of  the  use  or  operation  of  such  cars  within  this  state."  Since  fis- 
cal 1980,  the  freight  line  tax  has  yielded  general  fund  revenue  in  the  amounts  shown 
in  table  26.      Table  26   also  shows  projections  for  fiscal  years   1986  and   1987. 

Table  26 

Historic  and  Projected  Freight  Line  Company  License  Tax  Revenue 

Fiscal  Years  1980  through  1987 

Fiscal  Year  Collections  Percent  Change 

1980  $  956,357  41.5 

1981  1,200,093  25.4 

1982  1,344,761  12.0 

1983  1,432,164  6.5 

1984  1,334,111  (6.8) 

1985  1,379,418  3.4 


Projected 


1986  1,195,000  (13.3) 

1987  1,448,000  21.2 


Fiscal  1986  revenue  is  forecast  to  be  $1,195,000,  the  collections  through  the  end 
of  May.  Since  the  tax  is  due  March  1  for  earnings  during  the  preceding  calendar 
year,  all  revenue  should  now  be  in  the  general  fund.  The  decline  from  the  fiscal 
1985  level  is  probably  attributable  to  the   drought  and  resulting  low  levels  of  Montana 
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grain  harvests  and  shipments.  Bushels  of  grain  shipped  by  rail  from  Montana  fell  33 
percent  in  June  through  November  1985  compared  with  the  same  period  in  1984. 
Assuming  the  state's  agricultural  sector  recovers  in  calendar  year  1986,  freight  line 
taxes  are  projected  to  increase  to  $1,448,000,  a  growth  of  5  percent  over  fiscal  1985 
tax  collections. 

WINE  TAX 
According  to  Section  16-1-411,  MCA,  table  wine  sold  in  the  state  is  taxed  at  the 
rate  of  27  cents  per  liter.  Sixteen  cents  of  the  tax  is  deposited  in  the  general  fund, 
while  the  remainder  goes  to  the  Department  of  Institutions  and  local  governments.  As 
shown  in  table  27,  general  fund  collections  of  the  wine  tax  fell  between  fiscal  1980 
and  1982,  then  rose  during  the  last  three  years,  and  are  expected  to  increase  in  fis- 
cal years  1986  and  1987. 

Table  27 

Historic  and  Projected  General  Fund  Revenue  from  the  Wine  Tax 

Fiscal  Years  1980  through  1987 

Fiscal  Year  Collections  Percent  Change 

1980  $1,312,405 

1981  931,611  (29.0) 

1982  715,246  (23.2) 

1983  895,718  25.2 

1984  904,932  1.0 

1985  905,648  0.1 


Projected 


1986  959,000  5.9 

1987  994,000  3.6 


The  wine  tax  is  collected  on  both  wine  sold  in  state  liquor  stores  and  that  sold 
by  other  retailers.  Based  on  year-to-date  experience,  unit  wine  sales  by  state  liquor 
stores  are  expected  to  decline  5.6  percent  in  fiscal  1986  and  4.0  percent  in  fiscal 
1987.       In    contrast,    unit    sales    by    other    retail    distributors    have    increased    annually 
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since  fiscal  1982.  The  tax  from  distributors  is  forecast  to  grow  7.1  percent  in  fiscal 
1986  in  accordance  with  the  trend  for  the  first  nine  months  of  the  year  and  to  in- 
crease 4.2  percent  in  fiscal  1987,  its  average  rate  over  the  previous  three  years. 
Since  95  percent  of  retail  wine  sales  are  in  non-state  stores,  the  upward  trend  in 
private  sector  sales  causes  total  wine  tax  collections  to  increase. 

"OTHER"   REVENUE   CATEGORY 
The   "other"   revenue  category  contains  a  large  number  of  taxes,    fees,   and  other 
types  of  revenue  which  individually  yielded  less  than  $2   million  in   general  fund  reve- 
nue   since   fiscal    1985.      Table   28    shows   actual   collections   of  other   revenue   for   fiscal 
years  1983  through   1985  and  projections  for  fiscal  years  1986  and  1987. 

Table  28 

Historic  and  Projected  Other  Revenue 

Fiscal  Years  1983  through   1987 

Fiscal  Year  Collections  Percent  Change 

1983  $11,176,072 

1984  12,219,313  9.3 

1985  13,432,000  9.9 


Projected 


1986  17,804,000  32.5 

1987  19,106,000  7.3 

The  growth  between  fiscal  years  1985  and  1986  is  largely  the  result  of  new  reve- 
nue sources  added  by  the  1985  legislature.  Additional  vehicle  license  fees  used  for 
district  court  funding  are  forecast  to  produce  approximately  $2.6  million  of  revenue 
each  year.  Another  new  revenue  source,  video  poker  licenses,  is  expected  to  add 
about  $1.2  million  to  the  general  fund  each  year. 

For  categories  which  existed  prior  to  this  year,  fiscal  1987  revenue  was  forecast 
with  the  assumption  of  modest  growth  over  fiscal  1986  revenue  which  was,  in  turn, 
projected  from  year-to-date  collections. 
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The  executive  budget  anticipates  general  fund  supplementals  totaling  $7.4  million 
for  fiscal  1987,  excluding  the  supplemental  for  the  foundation  program.  In  addition 
to  the  executive  supplementals  presented,  this  office  expects  $13.4  million  of 
supplemental  requests  for  medicaid  and  the  local  government  block  grant.  Table  1 
shows  the  executive  plus  LFA  estimates  of  supplemental  appropriations. 


Table  1 
Executive  plus  LFA  Estimates  of  Fiscal  1987   Supplementals 


Agency 

Department  of  Justice 

Military  Affairs 
Department  of  Health 

Department  of  SRS 

Dept.   of  State  Lands 
Dept.   of  Institutions 

Office  of  Pub.   Instr. 
Board  of  Public  Education 
School /Deaf  and  Blind 

EXECUTIVE   ESTIMATE 
Department  of  SRS 
Department  of  Commerce 

EXECUTIVE   PLUS   LFA 


Program  /  Purpose 

-  -  -  -  Amount  -  -  -  - 
Executive                   Total 

County  Attorney  Pay 
Forensic  Lab 

$ 

130,000 
100,000 

Armory  Utility  Cost 

60,500 

AIDS 

Planned  Parenthood  Suit 

23,000 
81,000 

AFDC 
Foster  Care 

2 

1 

,833,019 
,105,883 

Fire  Season   (normal) 

827,000 

Corrections  Medical 

Eastmont 

Worker's  Compensation 

Litigation 

1 

525,000 

56,350 

,273,208 

327,428 

Foundation  Suit 

66.000 

Foundation  Suit 

15,000 

I   &   I   Reversion 

20,000 

OF   FISCAL   1987   SUPPLEMENTALS 

$  7,443,388 

Medicaid 

3,648,419 

Local  Block  Grant 

9,751,272 

ESTIMATE   OF  FISCAL   1987   SUPPLEMENTALS  $20^843^079 
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As  table  1  indicates,  the  total  supplemental  estimate  includes  all  the 
supplementals  in  the  executive  estimate  plus  appropriations  for  medicaid  and  the  local 
government  block  grant.  The  medicaid  and  block  grant  supplementals  are  discussed 
briefly  below  and  more  thoroughly  in  the  agency  analysis. 

Medicaid  -  Other  Supplemental 

For  the  1987  biennium  the  legislative  fiscal  analyst's  office  is  projecting  a 
shortfall  of  $10.7  million  for  the  medicaid-other  program  of  which  $3.6  million  is  gen- 
eral fund.  As  currently  projected,  fiscal  1986  medicaid-other  expenditures  will  be 
approximately  22  percent  or  $9.5  million  above  the  level  spent  in  fiscal  1985.  In  large 
part,  the  increase  appears  to  be  attributable  to  increases  in  the  AFDC  caseload. 
Each  AFDC  recipient  is  also  eligible  for  medicaid  benefits  with  an  average  cost  per 
AFDC  case  of  approximately  $3,500.  Current  projections  by  SRS  indicate  that  the 
average  monthly  AFDC  caseload  for  fiscal  1986  will  be  approximately  8,663  or  723 
cases  above  the  level  used  when  establishing  the  medicaid  appropriation.  For  fiscal 
1987  the  projected  caseload  is  9,408  or  1,325  above  the  level  used  to  establish  the 
medicaid  appropriation.  A  more  detailed  explanation  of  the  increased  caseload  and 
medicaid  supplemental  are  provided  in  the  legislative  analyst's  report  under 
Supplemental  Issue  2. 

Local  Government  Block   Grant  Supplemental 

For  fiscal  year  1987  the  legislative  fiscal  analyst's  (LFA)  office  is  projecting  a 
shortfall  of  $9,751,272  in  the  Department  of  Commerce,  Local  Government  Block  Grant 
Program.  The  Local  Government  Block  Grant  Program  was  created  to  reimburse  local 
governmental  units  for  lost  revenue  when  the  state  switched  from  a  property  tax  ba- 
sis to  a  flat  fee  basis  for  registering  autos  and  light  trucks.  For  a  detailed  explana- 
tion of  the  LFA  projected  shortfall,  please  refer  to  Issue  6  in  the  Department  of  Com- 
merce section  of  the  LFA  analysis. 
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In  distributing  the  local  government  block  grant  appropriation  for  fiscal  1986, 
the  department  reimbursed  counties  at  100  percent  of  their  revenue  loss.  The  de- 
partment interpreted  the  statutes  related  to  the  reimbursement  as  requiring  them  to 
reimburse  at  the  100  percent  level.  If  the  same  interpretation  is  used  in  fiscal  1987, 
a  supplemental  would  be  needed  to  finance  the  projected  $9,751,272  shortfall. 
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INFLATION  FACTORS  FOR  AGENCY  BUDGETS 

In  the  budgeting-  process,  operating  expenditures  for  fiscal  1987  are  estimated 
by  inflating  fiscal  1984  base  costs  by  inflation  factors  which  were  developed  for 
individual  categories  of  operating  expenses. 

Table  1  lists  the  inflation  factors  generally  used  by  the  1985  legislature  to  set 
agency  budgets  in  House  Bill  500  and  those  currently  projected.  Each  factor  is 
intended  to  capture  three  years  of  price  increases  or  decreases. 


Table  1 

Cumulative  Inflation  Factors 

Fiscal  Years   1984  to  1987 


Expenditure  Category 


Computer  Charges  by  Dept.   of  Admin. 

Rent  Charges  by  Dept.   of  Admin. 

Petroleum   Products 

Local  Telephone  Service  &  Equip. 

Long  Distance  Service 

Leased  Line  Service 

State  Telephone  System   Usage 

Travel  -  Meals  and  Lodging 

Electricity 

Natural  (^as 

Merchandise  Purchased  for  Resale 

Other  Operating  Expenses 


Inc.  (Dec.) 

Original  Factor 

Revised  Factor 

in  Inflation 

nin.         0% 

(4.0%) 

(4.0%) 

(2.9%) 

(6.1%) 

(3.2%) 

(2.2%) 

(38.0%) 

(35.8%) 

27.1% 

4.5% 

(22.6%) 

(7.8%) 

0% 

7.8% 

66.5% 

66,5% 

0% 

0% 

0% 

0% 

0% 

0% 

0% 

76.5% 

58.8% 

(17.7%) 

(8.0%) 

(23.3%) 

(15.3%) 

0% 

0% 

0% 

10.3% 

10.3% 

0% 

As  Table  1  shows,  most  currently  projected  inflation  factors  are  lower  than  those 
used  by  the  1985  legislature.  The  downward  adjustments  reflect  both  lower  actual 
inflation  in  fiscal  1985  and  fiscal  1986  to  date  and  reduced  expectations  for  inflation 
during  the  remainder  of  the  biennium. 

If  the  original  inflation  factors  were  replaced  by  the  revised  factors,  current 
fiscal  1987  appropriations  could  be  reduced  $2,98  million.  Of  this  total,  $2.10  million 
is  general  fund  and  $0,88  million  is  other  funds.  Because  the  reduction  reflects  only 
lower    price    levels,    it    involves    no    reduction    in    the    services    assumed    by    the    1985 
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legislature  in  making  the  original  appropriations.  The  $2.98  million  savings  with  the 
revised  inflation  factors  was  derived  from  the  base  costs  used  in  setting  the 
appropriations  in  House  Bill  500  during  the  1985  legislative  session.  If  House  Bill  500 
is  amended  during  the  special  session  and  base  operating  expenditures  reduced,  the 
inflation   savings  would  be  less  than  our  estimate. 
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COMPARISON   OF  FULL-TIME   EQUIVALENT    (FTE)    POSITIONS   BY  AGENCY 


Agency 

Administration 

Agriculture 

Art  Council 

Auditor  State 

Commerce 

Deaf  and  Blind  School 

Fire  Services  Training 

Fish,  Wildlife  and  Parks 

Governor's  Office 

Health  and  Environmental  Sciences 

Highways 

Historical  Society 

Institutions 

Justice 

Labor  and  Industry 

Lands 

Legislative  Agencies 

Library  Commission 

Livestock 

Military  Affairs 

Natural  Resources  and  Conservation 

Political  Practices,  Commission 

Board  of  Public  Education 

Public  Service  Commission 

Revenue 

Secretary  of  State 

Social  and  Rehabilitation  Services 

Superintendent  of  Public  Instruction 

Supreme  Court 

Vocational  Educ.  -  Advisory  Council 

Budget  Amendments 

Subtotal 
University  System 

Total 


Actual 

Actual 

After  1% 

Approp. 

Difference 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Fiscal  1985 

1984 

1985 

1986 

1987 

to  Fiscal  1987 

438.92 

416.67 

419.84 

426.09 

9.42 

95.74 

95.74 

91.07 

91.07 

(4.67) 

4.00 

4.00 

4.00 

4.50 

0.50 

59.00 

59.00 

60.50 

59.50 

0.50 

260.63 

259.83 

276.60 

277.10 

17.27 

85.36 

85.36 

86.82 

86.82 

1.46 

6.00 

6.00 

6.00 

6.00 

0.00 

460.47 

460.47 

493.49 

494.07 

33.60 

57.50 

57.50 

64.08 

62.90 

5.40 

224.85 

224.18 

241.00 

241.25 

17.07 

1,930.36 

1,971.85 

2,005.50 

1,985.75 

13.90 

44.00 

44.00 

52.50 

52.50 

8.50 

2,178.11 

2,217.58 

2,251.95 

2,308.69 

91.11 

545.85 

544.85 

564.85 

571.85 

27.00 

778.29 

778.04 

797.40 

798.65 

20.61 

258.85 

266.43 

291.55 

303.08 

36.65 

136.07 

148.00 

131.50 

146.50 

(1.50) 

25.50 

25.50 

25.50 

25.50 

0.00 

122.61 

121.61 

116.61 

121.61 

0.00 

80.00 

80.00 

91.00 

91.00 

11.00 

253.16 

252.79 

257.29 

257.79 

5.00 

5.00 

5.00 

4.75 

4.75 

(0.25) 

2.00 

2.00 

2.00 

2.00 

0.00 

46.00 

49.00 

46.00 

46.00 

(3.00) 

1,013.93 

973.12 

1,019.88 

997.50 

24.38 

30.00 

30.00 

35.00 

31.50 

1.50 

1,039.62 

1,039.62 

1,103.17 

1,132.07 

92.45 

136.10 

136.10 

134.10 

134.10 

(2.00) 

85.00 

90.75 

91.00 

91.00 

0.25 

2.00 

2.00 

2.00 

2.00 

0.00 

101.55 

145.7 
10,592.69 

(145.7) 

10,506.47 

10,766.95 

10,853.14 

260.45 

3,509.04 

3,531.66 

3,576.48 

3,574.10 

42.44 

14^015.51 

14^m^35 

14^343^43 

VtiftLl-JA 

302^89 
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PAY  PLAN 


Denying  pay  increases  to  these  employees  would  impair  the  collective  bargaining 
agreement  which  is  a  contract.  Both  the  United  States  and  Montana  constitutions 
prohibit  passing  any  law  which  impairs  the  obligation  of  contracts.  Impairment  of  a 
contract  may  be  constitutional  when  an  emergency  justifies  action  impairing  the  con- 
tract temporarily  to  protect  the  basic  interest  of  society.  Whether  Montana's  current 
budget  problems  could  provide  justification  for  impairing  collective  bargaining  agree- 
ments by  freezing  employee  compensation  is  unclear. 

Second,  while  the  legislature  may  alter  statutes  to  freeze  the  salaries  of  employ- 
ees not  covered  by  collective  bargaining  agreements,  the  law  must  be  changed  prior 
to  performance  of  services  for  which  the  salary  is  paid.  Otherwise,  the  employees' 
right  to  the  original  salary  would  be  vested,  creating  a  contractual  obligation  on  the 
part  of  the  state  to  pay  that  salary  for  any  period  already  worked  since  the  begin- 
ning of  the  first  pay  period  in  fiscal  1987.  Freezing  the  pay  of  those  employees  not 
covered  by  collective  bargaining  agreements  would  have  to  be  done  before  July  1, 
1986  to  be  accomplished  prospectively  and  avoid  impairing  a  contractual  obligation.  If 
the  pay  freeze  were  enacted  July  10,  for  example,  employees  would  have  a  vested 
right  to  the  fiscal  1987  salaries  currently  in  statutes  for  hours  worked  between  the 
beginning  of  the  pay  period  and  July  10. 

The  power  to  appropriate  state  funds  is  clearly  reserved  for  the  legislature.  If 
the  legislature  chooses  to  reduce  the  pay  plan  appropriation  by  the  $12.5  million 
which  could  be  saved  with  a  freeze  but  not  enact  legislation  to  freeze  salaries  at  fis- 
cal 1986  levels,  state  government  employment  would  have  to  be  reduced  by  approxi- 
mately 500  FTE  to  effect  the  cost  savings.  This  reduction  was  calculated  based  on 
the  average  personal  service  costs  per  FTE  statewide.  The  actual  FTE  reduction  nec- 
essary to  save  $12.5  million  would  depend  on  the  actual  salary  levels  of  the  vacant 
positions . 
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PUBLIC  SCHOOL  FOUNDATION  PROGRAM 

The  Public  School  Foundation  Program  is  funded  by  county  equalization  aid,  state 
equalization  aid,  and  general  fund  revenues.  The  major  source  of  revenue  for  county 
equalization  is  the  property  tax  levy  of  45  mills  statewide.  Forest  and  grazing  funds 
and  miscellaneous  revenues  also  contribute  to  county  equalization.  State  equalization 
comes  from  six  dedicated,  non-general  fund  sources.  General  fund  is  added  to  the 
Public  School  Foundation  Program  to  the  extent  that  county  and  state  equalization  aid 
does  not  cover  the  formula-driven  costs  of  the  foundation  program. 

Enrollment 

Total  budgeted  expenditures  for  the  foundation  and  permissive  program  are  de- 
pendent upon  enrollment  fluctuations  and  the  legislatively-approved,  cost-per-student 
schedule  increase.  The  1985  legislature  anticipated  a  .8  percent  enrollment  increase 
from  fiscal  1986  to  fiscal  1987  when  it  set  the  fiscal  1987  appropriation.  Instead, 
enrollment  is  now  expected  to  decrease  .55  percent  from  fiscal  years  1986  to  1987. 
Recent  OPI  enrollment  projections  indicate  that  fiscal  1987  enrollment  will  be  1.63  per- 
cent less  than  the  level  used  to  estimate  the  fiscal  1987  appropriation.  Adjusting  the 
fiscal  1987  appropriation  for  the  anticipated  decrease  in  enrollment  reduces  the 
expenditure  base  by  $4.75  million.  Our  revised  biennial  cost  estimate  for  the 
foundation  program  is  $574.16  million.     Table  1   details  enrollment  changes. 


Table  1 

Public  School  Enrollment   (ANB) 

Fiscal  Years  1984  -   1987 


Fiscal  Year 

1984 
1985 
1986 


1987 


Elementary 

104,152 
104,795 
105,078 


104,010 


Secondary 

46,533 
46,451 
46,479 


Projected  - 
46,717 


Total 

150,705 
151,246 
151,557 


150,727 


%  Change 


.36 

.21 


(.55) 
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Table  2  shows  the  Legislative  Fiscal  Analyst  estimates  for  revenues  and  expendi- 
tures in  the  Public  School  Foundation  Program.  The  revenue  and  expenditure  esti- 
mates are  based  upon  current  law  and  a  4  percent  increase  in  the  public  school  fund- 
ing schedule  in  fiscal  1987.  Total  expenditures  for  the  foundation  and  permissive 
program  have  been  reduced  to  reflect  the  most  recent  fiscal  1987  enrollment  estimates. 

Table  2 

Estimates  of  Public  School  Funding 

1987  Biennium 

(Millions) 


State  Equalization 

25  Percent  Individual  Income  Tax 

25  Percent  Corporate  License  Tax 

Coal  Severance  Tax 

Interest  and  Income 

U.S.   Mineral  Royalties   (62.5%) 

Education  Trust  Interest   (67.5%) 

House  Bill  949 

Total  State  Equalization 

County  Equalization 

45  Mill  Levy 
Miscellaneous 
Forest  Funds 
Grazing  Funds 
Elementary  Transportation 
High  School  Tuition 


Fiscal 

Fiscal 

1987 

1986 

1987 

Biennium 

$  43.030 

$  45.378 

$  88.408 

13.082 

10.690 

23.772 

4.209 

3.665 

7.874 

53.643 

37.755 

91.398 

12.716 

13.191 

25.907 

7.355 

7.459 

14.814 

0.750 

0.000 

0.750 

$134,785 

$118,138 

$252,923 

$106,656 

$102,731 

$209,387 

8.923 

8.923 

17.846 

1.391 

1.391 

2.782 

0.118 

0.120 

0.238 

(3.627) 

(3.680) 

(7.307) 

(0.761) 

(0.761) 

(1.522) 

Total  County  Equalization  $112,700  $108,724  $221,424 

District  Permissive  Levies  $   18.251  $   18.935  $   37.186 


TOTAL   NON-GENERAL   FUND  $265,736  $245,797  $511,533 

Less:   Formula-Driven  Costs  281.970  292.190  574.160 


General  Fund  Required  $  16.234  $  46.393  $  62.627 

General  Fund  Available  32.560  16.326  32.560 


GENERAL   FUND   SUPPLEMENTAL   FY87  1130^0671  $130^0671 
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State  Equalization 

The  Public  School  Foundation  Program  receives  funding  from  individual  income, 
corporate  license,  and  coal  severance  taxes.  The  basis  for  these  revenue  estimates 
is  discussed  in  the  General  Fund  Revenue  section  of  this  book. 

The  common  school  interest  and  income  account  receives  revenues  from  agricul- 
tural, grazing,  and  oil  and  gas  leases  on  state  lands.  The  state  receives  one-fourth 
of  the  crop  value  from  its  agricultural  leases.  Revenues  in  fiscal  1986,  on  the  1985 
crop,  were  down  by  50  percent,  or  $3  million,  from  fiscal  1985.  The  fiscal  1987  esti- 
mate for  revenues  from  agricultural  leases  anticipates  greater  revenues  based  on  a 
more  normal  production  year  in  1986.  Revenues  from  grazing  leases  are  projected  to 
remain  stable  at  $3  million  in  fiscal  1987.  Revenues  from  oil  and  gas  leases  are  pro- 
jected to  decline  in  fiscal  1987  based  upon  an  anticipated  47  percent  decrease  in  the 
value  of  Montana  oil  production. 

A  second  revenue  source  for  the  common  school  interest  and  income  account  is 
the  interest  earnings  on  the  common  school  trust.  Royalties  on  coal,  oil,  and  natural 
gas  production  and  revenues  from  timber  sales  are  deposited  to  the  common  school 
trust.  The  fiscal  1986  year-end  balance  in  the  trust  is  estimated  to  be  $177.6  million 
(excluding  land  values  of  $45  million).  Interest  earnings  for  fiscal  1987  are  projected 
to  be  $21.4  million,  of  which  the  common  school  interest  and  income  account  will  re- 
ceive 95  percent.  Five  percent  of  the  interest  earnings  will  be  re-invested  in  the 
trust. 

The  state  of  Montana  receives  one-half  of  the  rents  and  royalties  paid  on  federal 
mineral  leases.  Of  the  state's  total  receipts,  the  Public  School  Foundation  Program  re- 
ceives 62.5  percent.  These  revenues  to  the  state  are  directly  related  to  the  value  of 
oil,  gas,  and  coal  production.  The  value  of  production  in  all  three  of  these  areas 
has  declined  in  fiscal  1986  and  is  expected  to  continue  to  decline  in  fiscal  1987.  How- 
ever, two  of  Montana's  largest  federal  coal  leases  will  be  renewed  in  mid-1986  at  a 
12.5    percent    royalty    rate.      The    former    royalty    rate    on    these    leases    was    $.20/ton. 

56 


PUBLIC   SCHOOL  FOUNDATION   PROGRAM 
Page  4 

The  increased  royalty  payments  on  coal  production  will  be  enough  to  cause  a  3.7  per- 
cent Increase  in  U.S.   mineral  royalties  in  fiscal  1987  over  fiscal  1986. 

The  Public  School  Foundation  Program  receives  67.5  percent  of  the  interest  earn- 
ings from  the  education  trust  fund.  The  level  of  earnings  on  the  trust  is  determined 
by  the  coal  severance  tax  deposit  to  the  trust  and  the  interest  rate  on  investments, 
both  of  which  are  projected  to  decline  in  fiscal  1987.  The  average  yield  on  the  edu- 
cation trust  fund  is  declining  in  the  1987  biennium  as  new  investments  are  made  at 
lower  interest  rates.  However,  the  decline  in  the  average  yield  of  the  education  trust 
fund  has  been  offset  by  profits  earned  from  o  high  level  of  bond  sales  in  fiscal  1986, 
a  trend  which  is  expected  to  continue  in  fiscal  1987.  The  balance  in  the  education 
trust  fund  is  estimated  to  be  $78.9  million  as  of  fiscal  1986  year-end.  The  level  of 
interest  earnings  is  estimated  to  be  $11.05  million  in  fiscal  1987,  of  which  the  Public 
School  Foundation  Program  will  receive  $7.46  million. 

County  Equalization 

County  equalization  aid  is  estimated  to  decrease  by  3.7  percent  from  fiscal  1986 
to  fiscal  1987.  The  source  of  decline  is  the  net  and  gross  proceeds  portion  of  the 
property  tax  base.  Property  taxes  on  oil,  coal,  natural  gas,  and  metal  produced  in 
calendar  1985  are  paid  in  fiscal  1987.  Therefore,  the  decline  in  the  property  tax 
base  between  fiscal  years  1986  and  1987  reflects  a  decline  in  the  value  of  oil,  coal, 
natural  gas,  and  metal  production  from  calendar  1984  to  1985.  The  taxable  value  of 
net  and  gross  proceeds  is  estimated  to  fall  by  $102.46  million,  or  13.3  percent,  from 
fiscal  1986  to  fiscal  1987.  Growth  in  other  property  tax  classes  is  estimated  to  add 
$15.23  million  to  statewide  taxable  value  in  fiscal  1987.  Therefore,  the  overall  decline 
is  estimated  to  be  $87,225  million.  Public  school  foundation  revenues  from  the  45  mill 
levy  will  decrease  by  $3.9  million  as  a  result. 
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Comparison  of  Executive  and  LFA   Estimate 

Table  3  compares  the  executive  and  the  LFA  estimates  for  revenues  and  expendi- 
tures in  the  Public  School  Foundation  Program  in  the  1987  biennium.  These  estimates 
are  based  on  current  law  and  a  4  percent  increase  in  the  public  school  funding 
schedule  in  fiscal  1987.  The  impact  of  the  executive  proposal  to  retain  the  fiscal  1986 
public  school  funding  schedule  in  fiscal  1987  and  to  appropriate  all  U.S.  mineral  roy- 
alties to  the  Public  School  Foundation  Program  are  shown  as  issues  in  the  table,  using 
LFA  estimates.  Also  presented  is  an  LFA  option  to  allocate  all  U.S.  mineral  royalties 
to  the  generiil  fund  in  both  years  of  the  1987  biennium. 
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Table  3 
Comparison  of  Executive  and  LFA  Estimates  for  Public  School  Funding 

1987  Biennium 
(Millions) 


State  Equalization 

25  Percent  Individual  Income  Tax 

25  Percent  Corporate  License  Tax 

Coal  Severance  Tax 

Interest  and  Income 

U.S.    Mineral  Royalties   (62.5%) 

Education  Trust  Interest   (67.5%) 

House  Bill  949 

Total  State  Equalization 

County  Equalization 

45  Mill  Levy 
Miscellaneous 
Forest  Funds 
Grazing  Funds 
Elementary  Transportation 
High  School  Tuition 

Total  County  Equalization 

District  Permissive  Levies 

TOTAL   NON-GENERAL   FUND 

Less:   Formula-Driven  Costs 

General  Fund  Required 

General  Fund  Available 

GENERAL   FUND   SUPPLEMENTAL   FY87 


Executive 

LFA 

Estimate 

Estimate 

Difference 

$   89.710 

$  88.408 

$(1,302) 

25.128 

23.772 

(1.356) 

7.731 

7.874 

0.143 

94.847 

91.398 

(3.449) 

23.665 

25.907 

2.242 

15.085 

14.814 

0.271 

0.750 

0.750 

0.00 

$256,916 

$252,923 

$(3,993) 

$211,324 

$209,387 

$(1,937) 

17.590 

17.846 

0.256 

2.782 

2.782 

0.000 

0.236 

0.238 

0.002 

(7.254) 

(7.307) 

(0.053) 

(1.522) 

(1.522) 

0.00 

$223,156 

37.028 

$517,100 
$573,920 

56.820 

32.560 

$124^2601 


$221,424 

37.186 

$511,533 
$574,160 

62.627 

32.560 

1130^0671 


$(1,732) 

0.158 

$(5,567) 
$   0.240 


ISSUES 


5, 

.807 

0 

.000 

$15, 

.8071 

1.  Maintain  Funding  at  Fiscal  1986  Schedule 

2.  Transfer  U.S.   Mineral  Royalties 

Option  A:      Fiscal  1987   Revenue 
Option  B:      1987   Biennium   Revenues 


$11.24 

-0- 

$   7.9 
$15.5 

$   (7.9) 
$(15.5) 
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ISSUE   GOV.    1:      MAINTAIN   FUNDING   AT   FISCAL   1986   SCHEDULE 

The  Governor  has  proposed  maintaining  the  fiscal  1986  cost  schedules  rather 
than  implementing  the  4  percent  increase  approved  by  the  1985  legislature.  This 
v/ould  reduce  the  formula-driven  costs  shown  in  table  3  by  $11.24  million  and  would 
generate  a  concurrent  reduction  in  the  general  fund  required.  The  Governor  has  al- 
so suggested  that  school  districts  could  absorb  the  revenue  loss,  with  no  adverse 
effect  on  services,   by  drawing  upon  their  general  fund  reserves. 

The  Office  of  Public  Instruction  has  provided  information  which  shows  21  school 
districts  have  a  general  fund  reserve  which  is  less  than  4  percent  of  its  foundation 
and  permissive  budget  in  fiscal  1986.  Also  shown  is  the  dollar  amount  of  each 
school's  reserve  and  the  percent  of  foundation  and  permissive  budget  each  district's 
reserve  represents  in  fiscal  1986. 


Table  4 
School  Districts  with  General  Fund  Reserves  Less  Than  4  Percent 

Fiscal  1986 


School  Name  GF  Reserve  %  of  FP 

Plenty  Coups  High  School 

North  Harlem   Colony  Elementary 

Toston  Elementary 

Swan  River  Elementary 

Flathead  High  School  ' 

Helena  Flats  Elementary 

Kila  Elementary 

Whitefish  High'  School 

West  Valley  Elementary 

Manhattan  Elementary 

Manhattan  High  School 

Bozeman  High  School 

Anderson  Elementary 

West  Yellowstone  Elementary 

Seville  Elementary 

Boulder  Elementary 

Hobson  High  School 

Butte  Elementary 

Butte  High  School 

Judith  Gap  Elementary 

Shepherd  High  School 

Source:      Office  of  Public  Instruction 
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GF  Reserve 

$ 

-0- 

664 

-0- 

-0- 

-0- 

-0- 

1 

,374 

-0- 

1 

,255 

-0- 

2, 

,971 

55 

,272 

4, 

.320 

10, 

,970 

-0- 

14, 

,745 

7, 

,950 

217, 

,218 

79, 

,699 

-0- 

13, 

,121 

0 

.0 

2 

.2 

0 

.0 

0 

.0 

0 

.0 

0 

.0 

.6 

0 

.0 

.3 

0, 

.0 

.5 

1, 

.2 

2, 

.8 

2, 

.1 

0, 

,0 

2. 

.4 

2. 

,2 

1. 

,7 

1. 

,1 

0. 

,0 

1. 
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The  table  below   shows  the  reduction  to  the  formula-driven  cost  in  Table  3   using 
various  levels  of  schedule  decreases  in  fiscal  1987. 

Table  5 
Cost  Saving  of  Resulting  from  Various  Levels  of  Schedule  Decreases 

Fiscal  1987 

Schedule  Decrease                                              Amount  Saved  from  Formula 
Fiscal  1987  Driven  Costs-Table  3 

4%  $11,240,000 

3%  8,510,000 

2%  5,730,000 

1%  2,890,000 

0?,  -0- 


Option  A :      Reduce  the  fiscal  1987  schedules  4  percent.     This  would  result  in  a 

one-time  $11.24  million  general  fund  reduction. 
Option  B :      Reduce  the  fiscal  1987  schedules  3  percent.     This  would  result  in  a 

one-time  $8.51  million  general  fund  reduction. 
Option  C :      Reduce  the  fiscal  1987  schedules  2  percent.     This  would  result  in  a 

one-time  $5.73  million  general  fund  reduction. 
Option  D :       Reduce  the  fiscal  1987   schedules   1  percent.      This  would  result  in  a 

one-time  $2.89  million  general  fund  reduction. 
Option  E :       Take  no  action. 

ISSUE   GOV.    2:      DEPOSIT   100   PERCENT   OF   U.S.    MINERAL   ROYALTIES   TO  THE   PUB- 
LIC   SCHOOL   FOUNDATION   PROGRAM 

The  executive  budget  proposes  that  all  of  the  U.S.  mineral  royalties,  which  the 
state  receives  on  federal  mineral  leases,  be  deposited  to  the  Public  School  Foundation 
Program.  This  option  is  available  to  the  legislature  and  does  fit  within  the  re- 
strictions of  the  federal  law  which  appropriates  federal  mineral  royalties  to  the  state. 
Under  current  state  law,  these  revenues  are  allocated  62.5  percent  to  the  Public 
School  Foundation   Program   and   37.5   percent   to   the   highway   reconstruction   trust.      If 
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all  of  these  revenues   were  allocated  to  the  Public  School  Foundation  Program  in  fiscal 
1987,   the  program  would  gain  $7.9  million. 

An  option  raised  by  the  LFA  is  to  divert  U.S.  mineral  royalties  from  the 
highway  reconstruction  trust  in  both  years  of  the  1987  biennium.  The  highway  re- 
construction trust  is  projected  to  receive  $15.5  million  from  U.S.  mineral  royalties  in 
the  1987  biennium. 

Option  A:      Transfer  the  fiscal  1987  federal  mineral  royalties  to  the  school 
foundation  program  for  a  general  fund  savings  of  $7.9  million. 
Option  B :      Transfer  the  1987  biennium  federal  mineral  royalties  to  the  school 

foundation  program  for  a  general  fund  savings  of  $15.5  million. 
Option  C :      Take  no  action. 
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GENERAL  GOVERNMENT  AND  HIGHWAYS 


Governor's  Issues 

Across  the  Board  Cuts 
Legislative  Auditor 
Legislative  Fiscal  Analyst 
Legislative  Council 
Environmental  Quality  Council 
Consumer  Counsel 
Judiciary 
Governor's  Office 
Secretary  of  State 
Cominissioner  of  Political  Practices 
State  Auditor 
Crime  Control 
Highway  Traffic  Safety 
Department  of  Justice 
Department  of  Highways 
Department  of  Revenue 
Department  of  Administration 
Public  Employees  Retirement 
Teachers  Retirement 
Military  Affairs 

Total  Across  the  Board  Cuts 

Coal  Tax  Lobby 

Delay  Criminal  Investigation  Program 

Funding  Switch  -  Highway  Patrol 

Funding  Switch  -  County  Attorneys 

Total  Policy  Cuts 

TOTAL  GOVERNOR' S  CUTS 


General  Fund 

Fisca 

1  1987  

%   Cut 

General  Fund 

Other  Funds 

Total 

5.0 

S 

51*, 51*2 

$    47,104 

$ 

101,646 

5.0 

37,480 

-0- 

37,480 

5.0 

109,767 

-0- 

109,767 

5.6 

12,926 

1,310 

14,236 

0.0 

-0- 

44,879 

44,879 

1.1 

46,600 

56,093 

102,693 

5.0 

113,074 

-0- 

113,074 

5.0 

44,544 

16,170 

60,714 

5.0 

6,988 

50 

7,038 

5.0 

54,562 

66,469 

121,031 

5.0 

24,304 

-0- 

24,304 

0.0 

-0- 

3,535 

■  3,535 

5.3 

285,485 

685,324 

970,809 

0.0 

-0- 

7,622,585 

7,622,585 

4.8 

850,125 

78,330 

928,455 

5.0 

192,463 

1,206,062 

1,398,525 

0.0 

-0- 

-0- 

-0- 

0.0 

-0- 

-0- 

-0- 

5.0 

$1 

93,588 
,926,448 

-0- 

$] 

93,588 

k.6 

$  9,827,911 

11,754,359 

$ 

64,637 

S     -0- 

$ 

64,637 

408,959 

-0- 

408,959 

3 

,082,747 

(3,082,747) 

-0- 

IfL 

610,312 

,166,655 

(610,312) 
$(3,693,059) 

-0- 

$. 

473,596 

S6 

.223^i23 

$  6,134,852 

$12,227,955 

LFA  Policy  Options 


Judiciary 

1.  Inflation  on  Books 

2.  Eliminate  Montana  Reports 
Governor's  Office  -  Coal  Tax  Advisory  Council 
Secretary  of  State  -  Records  Management 
State  Auditor 

1.  Funding  Switch  Central  Payroll 

2.  Personal  Services 

3.  Office  Automation 


$     18,779 

$      -0- 

$    18,779 

22,333 

-0- 

22,333 

14,000 

-0- 

14,000 

21,983 

-0- 

21,983 

314,101 

(314,101) 

-0- 

56,755 

-0- 

56,755 

100,000 
CONTINUED  

-0- 

100,000 
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LFA  Policy  Options 

Board  of  Crime  Control 

1.  Juvenile  Justice  Training 

2.  Uniform  Crime  Reporting  System 
Department  of  Justice 

1.  Vehicle  Purchases 

2.  Narcotics  and  Stolen  Property 

3.  Indian  Legal  Jurisdiction 

k.      Funding  Switch-Highway  Patrol 
5.   Funding  Switch-County  Attorney 
Department  of  Revenue 

1.  County  Assessor  Salaries 

2.  Travel 

3.  Operating  Expense 
Department  of  Administration 

1.  Funding  Switch-Indirect  Costs 

2.  GAAP  Reporting 
Military  Affairs 

1.  Veterans  Affairs 

2.  Contract  Services 

TOTAL  LFA  OPTIONS 

COMBINED  GOVERNOR'S  CUTS  AND  LFA  OPTIONS 
LESS:   Duplicated  Cuts 

TOTAL  UNDUPLICATED  REDUCTION  OPTIONS 


General  Fund 

Other  Funds 

Total 

S    48,588 

$     -0- 

$ 

48,588 

65,000 

-0- 

65,000 

250,000 

-0- 

250,000 

408,959 

-0- 

408,959 

118,551 

-0- 

118,551 

3,113,688 

(3,113,688) 

-0- 

610,312 

(610,312) 

-0- 

1,861,000 

-0- 

1 

,861,000 

50,000 

-0- 

50,000 

135.278 

-0- 

135,278 

387,841 

(387,841) 

-0- 

60,930 

(60,930) 

-0- 

466,674 

-0- 

466,674 

9,958 

-0- 

$^ 

3 

9,958 

$  8,134,730 

$(4,486,872) 

^647^858 

$14,227,833 

$  1,647,980 

$15 

,875,813 

$  4,381,158 

$(3,693,059) 

i 

— 

688,099 

$  9.846.675 

$  5,341,039 

$15,187,714 

Table  1  shows  the  duplicated  cuts. 


Table  1 
General  Fund  Duplication  Between  Governor's  Cuts  and  LFA  Options 


Issue/Agency  Gov.    Cut 

1.  Coal  Tax  Lobby  -   Gov.    Office  $       64,637 

2.  Personal  Services  -  State  Auditor  25,740 

3.  Criminal  Investigation  -  Justice  408,959 

4.  Funding  Switch  -  Highway  Patrol  3,082,747 

5.  Funding  Switch  -   County  Attorney  610,312 

6.  County  Assessor  Salaries  214,400 

7.  Travel  -  Dept.   of  Revenue  25,000 

Total  $4^.431^.195 


LFA  Option 

$       14,000 

56,755 

408,959 

3,113,688 

610,312 

1,861,000 

50,000 


,114,714 


Duplication 

$   14,000 

25,740 

408,959 

3,082,747 

610,312 

214,400 

25,000 

$4^381^.158 
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Fiscal  1987  

Ciovernor's  Across  The  Board  Cut  Percent  Cut     General  Fund      Other  Funds 


Legislative  Auditor 
Legislative  Fiscal  Analyst 
Legislative  Council 
Environmental  Quality  Council 
Consumer  Council 

Total  Across  the  Board  Cuts 


5.0 
5.0 
5.0 
5.5 
5.0 


$   54,542 

37,480 

109,767 

12,926 

-0- 

1214^715 


$47,104 

-0- 

-0- 

1,310 

44,879 


Total 

$101,646 

37,480 

109,767 

14,236 

44,879 


$83^293        1308^008 


GOVERNOR'S   POLICY   ISSUES Fiscal  1987 

General  Fund       Other  Funds 
Legislative  Council  Montpna  Code  Annotated  Account 
Cash  Transfer  to  the  General  Fund  1500^.000  iiSOO^OOOl 
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Budget  Item 

FTE 

Personal  Service 
Operating  Expense 
Equipment 

Total  Expenditures 


Actual 

Actual 

AftfT    ?% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

% 

Chan  ere 

1984 

1985 

1986 

1987 

FY85-FY87 

65.0 

65.0 

60.0 

60.0 

(5.0) 

$1,529,726 

$1,716,644 

$1,637,716 

$1,704,196 

(.7) 

322,578 

335  ,  757 

379,430 

397,514 

18.4 

30,318 

3,669 

9,394 

18,550 

405.6 

^1^882^622 

12^056^070 

$2^026^540 

$2^120^260 

__3^1_ 

Fund  Source 

General  Fund 
State  Special 

Total  Funds 


$1,085,455        $1,318,579        $1,125,538      $1,178,171  (10.6) 

797,167  737,491  901,002  942,089  27.7 


$1^882^.622        12.^056.^070        $2^026^540 


,120,260 


3.1 


ISSUES 


5  Percent  Reduction 


Fiscal  1987   

General  Fund        Other  Funds 


-0- 


-0- 


The  Office  of  the  Legislative  Auditor  is  responsible  for  auditing  the  financial  af- 
fairs and  transactions  of  all  state  agencies.  Section  5-13-304,  MCA,  states  th?t  the 
Legislative  Auditor  shall: 

(1)  conduct  a  financial  and  compliance  audit  of  every  state  agency  ev- 
ery two  years  covering  the  two-year  period  since  the  last  audit,  unless 
otherwise  required  by  state  law; 

(2)  conduct  a  special  audit  whenever  he  determines  it  necessary  and 
shall  so  advise  the  members  of  the  legislative  audit  committee; 

(3)  make  a  complete  written  report  of  each  audit.  A  copy  of  each  re- 
port shall  be  furnished  to  the  Department  of  Administration,  that  state 
agency  which  was  audited,  each  member  of  the  committee,  and  the  legisla- 
tive council; 

(4)  report  immediately  in  writing  to  the  Attorney  General  and  the  Gov- 
ernor any  apparent  violation  of  penal  statutes  disclosed  by  the  audit  of  a 
state  agency  and  furnish  the  Attorney  General  with  all  information  in  his 
possession  relative  to  the  violation; 
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(5)  report  immediately  in  writing  to  the  Governor  any  instances  of 
misfeasance,  malfeasance,  or  nonfeasance  by  a  state  officer  or  employee  dis- 
closed by  the  audit  of  a  state  agency; 

(6)  report  immediately  to  the  surety  upon  the  bond  of  an  official  or 
employee  when  an  audit  discloses  a  shortage  in  the  accounts  of  the  official 
or  employee.  Failure  to  notify  the  surety  does  not  release  the  surety  from 
any  obligation  under  the  bond; 

(7)  report  to  the  legislature  during  the  first  week  of  each  regular  ses- 
sion. The  report  shall  contain,  among  other  things,  copies  of  or  summaries 
of  audit  reports  on  state  agencies  and  any  recommendations  relating  to  such 
reports; 

(8)  have  the  authority  to  audit  records  of  organizations  and  individu- 
als receiving  grants  from  or  on  behalf  of  the  state  to  determine  that  the 
grants  are  administered  in  accordance  with  the  grant  terms  and  conditions. 
Whenever  a  state  agency  enters  into  an  agreement  to  grant  resources  under 
its  control  to  others,  the  agency  must  obtain  the  written  consent  of  the 
grantee  to  the  audit  provided  for  in  this  subsection. 

Between  fiscal  1985  and  1987,  the  auditor's  budget  increased  3.1  percent.  The 
general  fund  decreases  by  10.6  percent  and  the  state  special  revenue  fund  increases 
by  27.7  percent.  The  major  reason  for  the  decrease  in  the  general  fund  and  the  in- 
crease in  state  special  revenue  fund  is  that  the  legislature  reallocated  $73,750  of 
general  fund  for  the  state-v/ide  audit  to  the  state  special  revenue  fund  and 
reallocated  $130,848  of  costs  from  the  general  fund  to  the  state  special  revenue  fund 
to  use  up  a  fund  balance  in  the  state  special  revenue  fund. 

FTE  decrease  by  5.0  from  the  fiscal  1985  level.  However,  personal  service 
expenditures  decrease  only  slightly  because  vacancy  savings  in  fiscal  1985  totaled 
$264,594,  which  was  13.4  percent,  or  an  average  of  8.7  FTE,  of  the  budgeted 
personal  services. 

The  agency  is  functionally  divided  into  three  areas:  Financial/ Compliance  Audit- 
ing, Performance  Auditing,  and  Administration.  The  Financial/ Compliance  Audit 
group  conducts  the  regular  biennial  audits  of  all  state  agencies  and  the  state-vide 
annual  financial  audit.  The  Performance  Audit  group  conducts  performance  audits  of 
selected  programs  and  assists  the  Financial/ Compliance  Audit  group  in  evaluations  of 
data  processing  controls  as  part  of  the  regular  audits. 
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Table  1   shov;s  the  authorized  FTE  by  function  for  fiscal  1987, 

Table  1 
Office  of  the  Legislative  Auditor 
FTE  by  Function  for  Fiscal  1987 

Function  FTE 

Financial  Compliance  36 

EDP  Audit  3 

Performance  12 

Administration  8 

Legislators  Committee  Members  _1 

Total  F.T.E.  60 


The  Office  of  the  Legislative  Auditor  is  establishing  an  operational  plan  for  each 
function,  but  they  were  not  finished  in  time  for  the  plans  to  be  included  in  this  re- 
port. 

ISSUE  1:   5  PERCENT  REDUCTION 

At  the  May,  1986  Legislative  Audit  Committee  meeting,  the  committee  voted  to 
take  no  reductions  in  the  fiscal  1987  appropriation. 
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LEGISLATIVE   FISCAL 

ANALYST 

Budget  Iterr 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%  Change 
FY85-FY87 

FTE 

15.0 

15.5 

17.5 

18.0 

2.5 

Pei'soral  Service 
Operating  Expense 
Equipment 

$407,646 

101,217 

37,290 

$467,742 

157,625 

571 

$566,102 

173,262 

35,140 

$616,471 

159,701 

2,750 

31.8 

1.3 

381.6 

Total  Expenditures 

1546,153 

liili&ai 

UU±M 

|ZZ|i922 

24,4 

Fund  Source 
General  Fund 
Total  Funds 


$546,153     $625,938     $776,504    $778,922 
$546,153     $625,938     $774,504    $778,922 


24.4 
24.4 


ISSUES 


Fiscal  1987  

General  Fund        Other  Funds 


1.    5  Percent  Reduction 


$(37,924) 


-0- 


The  Office  of  the  Legislative  Fiscal  Analyst  (LFA)  provides  concentrated  fiscal 
analysis  of  state  government,  and  accumulates,  compiles,  analyzes  and  furnishes  such 
information  that  might  bear  upon  financial  matters  of  the  state  and  that  might  be  rele- 
vant to  issues  of  policy  and  questions  of  state-wide  importance  to  legislators.  The 
major  functions  of  the  LFA  staff  are  conducting  analyses  of  budget  requests  and 
agency  operations  to  provide  the  legislature  with  ar  independent  analysis  of  the  exec- 
utive budget,  preparing  revenue  estimates,  and  monitoring  the  executive  branch's  ex- 
ecution of  legislative  intent.  The  Legislative  Fiscal  Analyst  is  guided  by  the  Legisla- 
tive Finance  Committee. 

Personal  services  increase  $148,729,  or  31.8  percent.  The  legislature  increased 
the  staff  by  2.0  FTF  staff  analysts  and  a  .50  FTE  secretary  to  be  used  for  existing 
workload  in  an  attempt  to  reduce  staff  overtime. 
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ISSUE   1:      5   PERCENT   PEDUCTION 

In  response  to  the  Governor's  request  for  e  2  percent  reduction,  the  legislative 
fiscal  analyst  reduced  the  f'-'t.cal  1986  appropriation  by  $15,806.  Personal  services 
were  reduced  by  $14,077,   data  processing  by  $1,129,   and  consultants  by  $600. 

The  Governor  has  requested  each  agency  to  submit  a  5  percent  budget  reduction 
for  fiscal  1987.  A  5  percent  reduction  of  the  legislative  fiscal  analyst  budget  would 
be  $37,924.  The  legislative  fiscal  analyst  wiU  present  the  following  reductions  to  the 
Legislative  Finance  Committee: 

1 .  Personal  Services  -  Vacancy  savings  and  reduced  secretarial  overtime  will 
save  $9,200. 

2.  Contract  Services  -  The  $30,000  biennium  appropriation  for  consultants  and 
legal  assistance  will  be  reduced,   saving  $11,000. 

3.  Travel  -  Staff  travel  will  be  reduced,   saving  $2,724. 

4.  Rent  -  Rent  for  data  processing  terminals  will  not  be  needed,  as  the  person- 
al computers  will  be  able  to  access  the  state  computer,   saving  $11,000. 

5.  Repairs  -  Maintenance  contracts  on  the  two  word  processors  will  be  dropped, 
saving  $4,000. 
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(h 

Budget  Iteir 

Actual 

Fiscal 

1984 

Actvial 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp . 

Fiscal 

1987 

%  Change 
FY85-Fy87 

FTE 

45.57 

57.0 

43.5 

58.0 

1.0 

Personal  Service 
Operating  Expense 
Equipment 

$1,044,017 

944,183 

93,370 

$1,247,748 
628,185 
221,599 

$1,280,814 

1,527,566 

35,776 

$1,577,195 

637,885 

28,193 

26.4 
1.5 
(87.3) 

Total  Expenditures 

lligiusze 

12^097^532 

IgilM^m 

$2^243^273 

===M= 

Fund  Source 

General  Fund 
State  Special 

$1,546,639 
534,931 

liigiiiize 

$1,863,413 
234,119 

$2^097^532 

$1,863,156 
981,000 

$2^844^156 

$2,243,273 
-0- 

$2^243^273 

20.4 

Total   Funds 

===U^- 

TccnF"?                  - 

non 

General 

•    -    rlSCal    Ivoi 

Fund        Other  Funds 

1.  5  Percent  Reduction 
General  Fund  Revenue  Transfer 

2 .  Montana  Codes  Annotated 

$(11^ 
$50t 

1,445)                   -0- 
),0CC              $(500,000) 

Title  5,  Chapters  5  and  11,  MCA,  establish  and  govern  the  Legislative  Council. 
The  council  staff  is  responsible  for  providing  research,  bill  drafting,  and  legal  ser- 
vices to  the  legislature  and  its  interim  committees.  The  staff  is  also  responsible  for 
printing  and  distributing  bills,  preparing  House  and  Senate  Journals  and  Session 
Laws  for  publicatior ,  and  recodifying  and  indexing  Montana  statutes.  The  staff  is 
supervised  by  the  Legislative  Council,  which  is  made  up  of  eight  members.  Staff  of 
the  council  is  functionally  grouped  into  foixr  divisions:  Research,  Legislative  Ser- 
vices,  Management,   and  Legal  Services. 

Between  actual  fiscal  1985  and  appropriated  fiscal  1987,  FTF  increases  by  1.0 
FTE  consisting  of  a  .50  FTF  assistant  librarian  and  a  .50  FTE  indexer.  General  fund 
increases    $379,860,    or    20.4    percent.      This    increase    is    due    to    a    personal    services 
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increase  of  $329,447.  Personal  services  increase  because  of  the  fiscal  1987  pay  plan 
of  $76,936  and-,  vacancy  savings  in  fiscal  1985  of  $241,100.  Equipment  purchases 
decrease  due  to  a  one-time  purchase  of  printins"  equipment  of  $194,630  in  the  Montana 
Codes  Annotated  program. 

The  state  special  revenue  fvind  is  the  Montana  Codes  Annotated  program  of 
$967,000  in  fiscal  1986  and  $12,000  for  the  coal  tax  subcommittee.  Both  are  biennial 
appropriations. 

ISSUE  1:   5  PERCENT  REDUCTION 

In  response  to  the  Governor's  request  for  a  5  percent  reduction  in  the  1987  ap- 
propriation, the  Legislative  Council  has  voted  to  reduce  the  general  fund  by 
$114,445.  The  interim  studies  appropriation  was  reduced  by  $24,000.  Council 
operations  were  reduced  as  follows:  (1)  equipment,  $15,000;  (2)  travel,  $15,000; 
(3)   registration  fees,   $8,000;   and   (4)  computer  costs,   $52,445. 

ISSUE  2:   GENERAL  FUND  REVENUE  TRANSFER 

The  Montana  Codes  Annotated  program  pays  for  the  costs  directly  related  to  the 
printing  and  distribution  of  the  codes  annotation  and  annotation  supplements.  Costs 
are  funded  by  revenues  generated  from  sale  of  the  publications.  As  of  the  end  of 
April  1986,  there  v/as  a  cash  balance  in  the  Montana  Codes  Annotated  account  of 
$978,564.  Table  1  shows  the  anticipated  cash  flow  in  the  account  for  the  balance  of 
the  1987  biennium. 
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Table  1 
Anticipated  Balance  in  Montana  Codes  Annotated  Program 

As  of  6/30/87 


Balance  4/30/86  $     978,564 

Revenues  36,970 

Total  Available  $1,015,534 

Anticipated  Expenditures  238,613 

Balance  6/30/87  $__776^921 


The  Montana  Codes  Annotated  account  was  originally  started  with  seed  funds 
of  $426,151  from  the  general  fund.  Over  the  past  four  years,  the  account  has 
become  self  sufficient  with  revenues  exceeding  expenditures.  The  Legislative  Council 
hfs  indicated  it  is  willing  to  transfer  $500,000  of  the  anticipated  balance  to  the 
general  fund. 

Option  A :      Transfer     $500,000  of     the  balance  in  the     MCA  account  to  the  general 

fund. 
Option  B  :      Take  no  action. 
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Budget  Item 

FTE 

Personal  Service 
Operating  Expense 
Equipment 

Total  Expenditures 


Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

% 

Change 

1984 

1985 

1986 

1987 

FY85 

-FY87 

6.25 

6.25 

6.25 

6.25 

0, 

,00 

$140,468 

$143,459 

$170,923 

$176,701 

23.2 

62,556 

66,165 

85,515 

64,028 

(3.2) 

11,776 

61 
$209^685 

-0- 

-0- 
$240^.729 

-0- 

|21|iiQfi 

li=^= 

Fund  Source 

General  Fund 
State  Special 

Total  Funds 


$214,800 
-0- 

1214^800 


$209,685  $230,238  $240,729 

-0-  26,200  -0- 


^209j.685  $256^.438 


^240^.729 


14.8 


14.8 


ISSUES 


1 .      5  Percent  Reduction 


Fiscal  1987 

General  Funo        Other  Funds 


$(11,747) 


-0- 


The  Environmental  Quality  Council  functions  as  an  arm  of  the  legislature,  with 
the  role  of  anticipating  and  analyzing  the  causes  of  environmental  problems  and  rec- 
ommending solutions  to  those  problems.  The  council  is  to  ensure  that  state  environ- 
mental policy  is  consistently  observed  by  all  state  agencies  that  are  concerned  with 
environmental  matters.  The  legislature  assigns  interim  studies  relating  to  natural  re- 
sources and  economic  development  to  the  council,  and  the  council  staffs  the  House 
and  Senate  Natural  Resources  Committees  during  legislative  sessions. 

Personal  services  increase  by  23.2  percent  due  to  an  experienced  vacancy 
savings  of  $20,600  in   fiscal  1985  and  pay  plan  of  $8,402  in  fiscal  1987. 

The  state  special  revenue  fund  of  $26,200  in  fiscal  1986  is  a  biennial 
appropriaton  to  fund  the  water  marketing  committee. 
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ISSUE   1:      5   PERCENT   REDUCTION 


In  response  to  the  Governor's  request  for  a  2  percent  reduction  in  general  fund 
appropriations,  the  Environmental  Quality  Council  Committee  reduced  the  1986  budget 
by  $4,474. 

The  Environmental  Quality  Council  Committee  has  requested  that  the 
Environmental  Quality  Council  staff  present  a  plan  for  a  5  percent  reduction  at  its 
next  meeting.  As  the  5  percent  reduction  plan  has  not  been  approved  by  the 
committee,  it  is  not  shown  here.  However,  for  information  purposes  and  in 
accordance  with  preliminary  discussion  by  the  committee,  the  amount  of  the  5  percent 
cut,   $11,747  without  fiscal  1987  pay  raises,   is  shown. 
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CONSUr/IER   COUNSEL 

Budget  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%  Change 
FY85-FY87 

FTE 

4.25 

4.25 

4.25 

4.25 

0.00 

Personal  Service 
Operating  Expense 
Equipment 

$151,845 

481,949 

3,019 

$164,173 

429,198 

458 

$178,354 

683,422 

20,000 

$192,134 

704,436 

1,000 

17.0 

64.1 

118.3 

Total  Expenditures 

$636^813 

lli^iiii 

iMUZIi 

lliiiiifi 

=14-2 

Fund  Source 

State  Special 

1636^813 

$593^829 

^881^.776 

1897^570 

_5K2 

tc:qttt7C                                              _ 

T7ior.o1     1QP7 

General 

Fund        Other  Funds 

1.     5  Percent  Reduction 

-0- 

$(35,272) 

The  Consumer  Counsel  is  charged  with  the  "duty  of  representing  consumer  in- 
terest in  hearings  before  the  Public  Service  Commission  or  any  other  successor  agen- 
cy." The  Consumer  Counsel  also  may  initiate,  intervene  in,  or  otherwise  participate 
in  appropriate  proceedings  in  the  state  and  federal  courts  and  in  administrative 
agencies  on  behalf  of  the  public  of  Montana. 

Personal  services  increased  $27,961,  or  17.0  percent.  The  reasons  for  the  in- 
crease are:  1)  the  agency  had  vacancy  savings  of  $9,834  in  fiscal  1985,  and  2)  the 
pay  plan  added  $13,780  in  fiscal  1987. 

Operating  expenses  increase  by  $275,238,  or  64.1  percent.  Contract  services 
increase  $262,000  for  consulting  and  professional  services.  The  increase  was  granted 
based  on  the  agency's  estimate  of  possible  costs  for  rate  hearings  in  regards  to  the 
AT&T  breakup. 

Funding  for  the  Consumer  Counsel  is  provided  by  a  consumer  counsel  tax  on  all 
regulated  entities  under  the  Public  Service  Commission's  jurisdiction. 
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ISSUE   1:      5   PERCENT   REDUCTION 

In  response  to  the  Governor's  request  for  a  5  percent  reduction  in  the  fiscal 
1987  appropriation,  the  Consumer  Counsel  has  voted  to  reduce  the  fiscal  1987 
appropriation  by  $35,272.  The  5  percent  reduction  has  no  effect  on  the  general 
fund. 
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JUDICIARY 

TTioool     1  QQ7 

Budget  Items 

House  Bill  500 

Governor's  Budget 

Difference 

F.T.E. 

91.0 

91.0 

0.00 

Personal  Service 

$3,528,273 

$3,498,273 

$  30,000 

Operating  Expense 

1,032,235 

959,542 

72,693 

Equipment 

!S 

218,878 
$4^.779^386 

218.878 

-0- 

Total  Expenditure 

$102,693 

General  Fund 

$4,159,488 

$4,112,888 

$46,600 

State  Special 

619,898 

563,805 

56,093 

Total  Funding 

|4ilI2iSP 

liiiziiiis 

$102^693 

ISSUES   IN   GOVERNOR'S 

BUDGET   

________  Fiscal 

1987 

General  Fund 

Other  Funds 

Gov.    1.     5  Percent 

Cut 

$(46,600) 

$(56,093) 

ISSUE   GOV.    1:      5 

PERCENT   CUT 

The  executive  budget  recommends  a  reduction  of  $102,693  from  the  judiciary 
budget.  If  the  Governor  had  taken  a  5  percent  cut,  the  general  fund  reduction 
would  be  $207,974  and  the  other  funds  reduction  v/ould  be  $30,994. 

The  1  percent  general  fund  reduction  consists  of  a  $16,600  cut  for  dues  to  the 
National  Center  for  Courts  and  a  $30,000  cut  by  leaving  1.0  FTE  financial  budget 
officer  position  vacant. 

The  10  percent  reduction  in  other  funds  consists  of  $28,637  for  contract  services 
in  the  Water  Courts  for  court  reporting  services  and  a  $27,456  reduction  in  the  Law 
Librarv  for  Westlaw. 
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Actual  Actual  After  2%         Approp. 

Fiscal  Fiscal  Fiscal              Fiscal  %  Change 

Budget  Item                                   1984  1985  1986                  1987  FY85-FY87 

FTE                                                     85.00  90.75  91.00                91.00  .25 

Personal  Service                    $3,035,705  $3,348,094  $3,606,487     $3,656,234  9.2 

Operating  Expense                      685,833  730,564  994,944       1,032,235  41.3 

Equipment                                       262,814  270,327  251,437            218,878  (19.0) 

Total  Operating  Costs         $3,984,352  $4,348,985  $4,852,868     $4,907,347  12.8 

Non-Operating  Costs                   96,855  98,933       -0-     -0-  — 

Total  Expenditures          |iiQilii£I  llill^ilil  liiMlilil     |iii&Ii|iZ  =19:^1 
Fund  Source 

General  Fund                          $3,833,793  $4,069,972  $4,242,287     $4,271,822  5.0 

State  Special                                  247,414  377,946  610,581            635,525  68.2 

Total  Funds                      Ili^liiiQI  HAilAi^  Miiililii    IlilEIiMI  =42^1 

ISSUES Fiscal  1987 

General  Fund        Other  Funds 

1.  Inflation  on  Books  $(18,779)  -0- 

2.  Eliminate  Montana  Reports 

Option  A.  $(22,333)  -0- 

Option  B.  $(10,483)  -C- 


The  judicial  branch  of  state  government  is  provided  for  in  Article  III,  Section  I 
and  Article  VII  of  the  1972  Montana  Constitution.  In  Section  II  of  Article  VII,  the 
jurisdiction  of  the  supreme  court  is  defined.  That  jurisdiction  consists  of  all  appel- 
late jurisdiction  and  original  jurisdiction  in  petitions  for  writs  of  habeas  corpus  and 
other  such  writs,  general  supervisory  control  over  all  courts,  and  rule  making  powers 
of  Montana's  courts. 

The  major  reason  for  the  increase  in  personal  services  and  operating  expenses 
is  due  to  the  Water  Courts  Program.  Expenditures  for  the  Water  Courts  Program 
totaled    $364,103    in    fiscal    1985,    compared    with    an    appropriation    cf    $563,260    in    fiscal 
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1987  fiscal,  a  55  percent  increase.  The  non-operatinp  costs  shown  in  fiscal  years 
19P4  and  1985  were  payment?  to  the  University  of  IVontana  for  MONTCLIRC. 
MONTCLIRC  is  a  legal  research  service  provided  by  the  law  school  at  the  University 
of  Montana  for  judges,  prosecutors,  public  defenders,  and  other  publicly  paid  mem- 
bers of  the  criminal  justice  system  in  Montana.  The  funding  was  transferred  to  the 
University  of  Montana  for  the  1987  biennium .  Excluding  the  Water  Courts  and 
MONTCLIRC  Programs,  the  total  Judiciary  budget  increases  by  7.7  percent  from  actu- 
al fiscal  1985  to  appropriated  fiscal  1987. 

The  state  special  revenue  fund  increases  $257,579,  or  68.2  percent.  The  water 
court  is  funded  from  the  water  development  account.  In  fiscal  1985  the  water  court 
spent  only  61  percent  of  its  budget  as  the  water  adjudication  program  was  not  100 
percent  underway.  In  anticipation  of  a  v/orkload  increase  the  court  was  granted  a 
$588,375  budget  in  fiscal  1987,  which  is  a  $224,272  increase  over  fiscal  1985  actual 
expenditures.  The  balance  of  the  increase  in  the  state  special  revenue  fund  is  ir  the 
law  library,  where  $37,053  v.ps  granted  for  an  anticipated  increase  in  the  use  of  com- 
puterized research  services. 

ISSUE   1:      INFLATION   ON   BOOKS 

The  1985  legislature  granted  the  law  library  request  of  an  inflation  rate  of  12.6 
percent  on  legal  publications.  The  12.6  percent  inflation  rate  was  based  on  the  aver- 
age increase  of  legal  publications  as  shown  by  the  Rothman  Greenslip  service.  The 
total  budget  for  legal  publication  in  fiscal  1986  totals  $230,176,  which  includes  $25,398 
of  inflation.  The  law  library  has  allocated  only  $215,568  to  their  legal  publications 
budget,  which  is  $14,608  less  than  what  the  legislature  was  told  their  needs  would 
be.  Of  the  $14,608,  the  law  library  allocated  $7,284  to  personal  services  and  $7,324 
to  operating  expenses.  A  total  of  $32,377  v/as  granted  by  the  legislature  for  inflation 
in  fiscal  1987.     Applying  the  same  allocation  of  funds  for  legal  publications  as  the  law 
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library    used  in    fiscal    1986,     $18,779    could    be    reduced    from    the    fiscal    1987    appro- 
priation. 

Option  A:  Reduce  the  legal  publications  budget  to  save  $18,779  in  fiscal  1987. 

Option  B :  Take  no  action. 

ISSUE   2:      ELIMINATE   MONTANA   REPORTS 

The  Montana  Reports  contain  the  decisions  of  the  Supreme  Court  of  Montana. 
Montana  statute  (Section  3-2-604,  MCA)  reauires  the  Supreme  Court  to  purchase  up 
to  221  copies  of  the  Montana  Reports  for  distribution  to  various  federal,  state,  and 
local  government  agencies.  Currentlj'',  175  copies  are  produced  and  distributed  as 
shown  in  table  1. 

Table  1 
Current  Distribution  of  Montana  Reports 

Agency  No.   of  Copies 

Attorney  General  14 

Law  Librarian  4 

Supreme  Court  132 

CountA'  Attorneys  5G 

District  Court  Judges  36 

University  of  Montana  Librar3'  1 

Law  Library  of  Congress                                     ,  4 

Out-cf-State  Law  and  University  Libraries  38^ 

TOTAL  175 


These    copies    are    distributed    by   the   State    Lav;    Library   and    the    University   of 
Montana    Law    Library    to    other    state    and    university    law    libraries    in    exchange    for 
materials 
of  comparable  value. 


The  1985  legislature  granted  $20,060  in  each  year  of  the  1987  biennium  to  pub- 
lish four  volumes  of  the  Montana  Reports  per  year.  Each  volume  in  fiscal  1PP6  costs 
$5,425  plus  $158  for  postage  en  133  of  the  volumes.  This  is  an  average  cost  of  $31 
per  copy  for  those  copies  distribiited  in   Helena  and  $32.20  per  copy   for  those  copies 
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distributed  outside  of  Helena.      The   total  cost   for   four   volumes  in   fiscal   1986   will  be 
$22 , 333 . 

In  addition  to  the  175  copies  of  the  Montana  Reports  purchased  by  the  Supreme 
Couz't,   the  publisher  sells  approximately  400  copies  to  private  law  firms. 

Montana  statute  also  provides  that  reports  of  all  cases  shall  be  provided  to  the 
West  Publishing  Company  for  inclusion  in  its  publication,  the  Pacific  Reporter.  The 
state  law  library  in  Helena  currently  receives  two  copies  of  the  Pacific  Reporter.  The 
cases  reported  in  the  Pacific  Reporter  are  exact  duplicates  of  the  cases  reported  in 
the  Montana  Reports.  Decisions  of  the  Montana  Supreme  Court  are  reported  in  the 
Pacific  Reporter  approximately  two  months  after  a  decision  is  rendered.  The  latest 
volume  of  the  Montana  Reports  contained  decisions  rendered  in  February,  1983.  Any 
lawyer  who  desires  an  up-to-date,  thorough  re\'iew  of  cases  in  Montana  or  other 
states  would  need  to  use  a  service  like  the  Pacific  Reporter.  The  Pacific  Reporter 
sells  for  $38.75  per  volume,   with  approximately  two  volumes  issued  each  month. 

The  legislature  may  want  to  consider  repealing  the  law  requiring  the  supreme 
court  to  furnish  free  copies  of  the  Montana  Reports.  Agencies  in  Helena  have  the 
alternative  of  using  the  Pacific  Reporter  in  place  of  the  Montana  Reports.  Agencies 
outside  of  Helena  have  the  option  of  purchasing  the  Montana  Reports  directly  from  the 
publisher. 

Option  A :      Repeal  the  law  requiring  the  supreme  court  to  distribute  free  copies 

of  the  Montana  Reports.      This   will   save   the   general   fund   $22,333   per 

year. 
Option  B :      Amend  the  law  so  free  copies  are  only  provided  to  county  attorneys 

and    district    court    judges.      This    will    save    the    general    fund    $10,483 

each  year. 
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Fiscal  1987  

Budget  Items 

House  Bill  500 

Governor's  Budget 

Difference 

F.T.E. 

63.08 

63.08 

0.00 

Personal  Service 

$1,962,237 

$1,887,597 

$  74,640 

Operating  Expense 

1,126,492 

1,088,058 

38,434 

Equipment 

4,200 

4,200 

-0- 

Total  Operating  Costs 

$3,092,929 

$2,979,855 

$113,074 

Non-Operating  Costs 

73,750 

73,750 

-0- 

Total  Expenditures 

$3,166^679 

|3j.Q51^605 

ill3^Q74 

General  Fund 

$2,320,220 

$2,207,146 

$113,074 

Federal  Revenue 

772,709 

772,709 

-0- 

Proprietary 

73,750 

73,750 

-0- 

Total  Funding 

yii^iiii 

y^Qy^M^ 

1113^014 

ISSUES   IN   GOVERNOR'S 

RTinnFT 

1987 

Other  Funds 

Fiscal 
General  Fund 

Gov.    1.      5  Percent   Cut 

A.    Executive 

Office 

(51,946) 

-0- 

B.   Mansion  Maintenance 

(4,540) 

-0- 

C.    Air  Trans 

iportation 

(3,259) 

-0- 

D.   Board  of 

Visitors 

(6,430) 

-0- 

E.   Office  of 

Budget  and  Program 

Planning           (35,766) 

-0- 

F.    Lt.    Governor 

(11,133) 

-0- 

Gov.    2.      Coal  Tax  Lobby  Effort 

(64,637) 

-0- 

ISSUE  GOV.    1:      5   PERCENT   CUT 

In  the  Executive  Office  Program,  two  positions  will  be  left  vacant  and  phone, 
postage  and  copj.'ing  expenses  will  be  reduced.  Dues  budgeted  for  payment  to  the 
Western  Governors'  Association  will  be  cut  by  $15,000.  The  Coal  Tax  Lobby 
appropriation  will  be  reduced  by  5  percent. 

In  the  Mansion  Maintenance  Program,  a  maintenance  position  budgeted  at  .50  FTE 
will  be  filled  at   .25  FTE. 
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In  the  Air  Traneportation  Program,  some  reduction  in  aircraft  maintenance 
expenses  should  be  possible. 

The  Board  of  Visitors  will  reduce  the  number  of  facility  reviews  to  five  and 
reviews  of  the  mental  health  centers  will  be  conducted  biennially.  Contract  services 
will  be  reduced.     Board  meetings  will  be  reduced  by  one  per  year. 

In  the  Office  of  Budget  and  Program  Planning,   a  1.0  FTE  will  be  left  vacant. 

Reduction  in  the  Lieutenant  Governor's  Office  are:  travel  -  $3,633,  contract 
services  -  $7,000,   and  other  expenses  -  $500. 

ISSUE   GOV.    2:      COAL   TAX   LOBBY   EFFORT 

The  appropriation  for  the  coal  tax  lobby  effort  is  for  the  purpose  of  defending 
the  state's  right  to  establish  and  levy  a  tax  on  coal  mined  within  l\Tontana'R  borders, 
to  oppose  federal  legislation  that  would  dimiinish  the  state's  reverue  through  discrim- 
inatory formula  or  funding  allocations,  and  to  monitor  federal  actions  regarding  coal 
transportation  and  the  Clean  Air  Act.  The  appropriation  slso  funds  the  Legislative 
Oversight  Committee  in  regards  to  the  lobby  effort.  At  the  conclusion  of  the  current 
session  of  Congress,  the  executive  proposed  that  the  Co?l  Tax  Lobby  Program  be 
eliminated.  The  Office  of  the  Federal-State  Coordinator,  IVontana's  Congressional 
delegation,  and  the  Western  Governor's  Association  will  continue  to  monitor  these  is- 
sues.    The  Governor's  Office  estimates  that  $64,637  can  be  saved  by  this  proposal. 
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BucGfet  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%  Change 
FY85-FY87 

FTE 

58.02 

59.88 

64.08 

62.90 

3.02 

Personal  Service 
Operating  Expense 
Equipment 

$1,604,305 

800,049 

36,449 

$1,786,209 

956,984 

77,065 

$1,995,813 

1,375,760 

17,200 

$2,062,291 

1,119,492 

4,200 

15.5 

17.0 

(94.6) 

Total  Operating  Costs 
Non-Operating  Costs 


$2,440,803 
-0- 


$2,820,258 
-0- 


$3,388,773     $3,185,983 
73,750  73,750 


Total  Expenditures  $2^.440^803       12^820.^258       $3^.462.^523     $3^259^733 


13.0 


15^6 


Fund  Source 

General  Fund 
State  Special 
Federal  Revenue 
Proprietary 

Total  Funds 


ISSUES 


1.  Coal  Tax  Lobbj^ 

2.  2  Percent  Cuts 


$2,122,505 

-0- 

318,298 

-0- 


$2,371,837 

-0- 

448,421 

-0- 


£2.^440^.803       $2^.820^258 


$2,392,438  $2,396,713  1.0 

238,220  -0-  0.0 

758,115  789,270  76.0 

73,750  73,750  100.0 

Fiscal  1987   

General  Fund        Other  Funds 

$(14,000)  -0- 

$(47,654)  -0- 


Thc  Governor  has  constitutional  and  statutory  authority  to  administer  the  affairs 
of  the  state  of  Montana,  assure  that  the  laws  of  Montana  are  faithfully  executed,  ap- 
point all  military  and  civil  officers  of  the  state  whose  appointments  are  provided  for 
by  statute  or  the  Constitution,  approve  or  disapprove  legislation,  report  to  the  legis- 
lature on  the  condition  of  the  state,  submit  a  biennial  executive  budget,  grant 
reprieves  and  pardons  within  the  best  interests  of  Montana,  serve  on  various  boards 
and  commissions  as  provided  by  the  Constitution  and  statutes,  and  represent  the 
state  in  relations  with  other  governments,  the  public,  and  various  organizations  of 
states. 
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Between  fiscal  1985  and.  1987  the  general  fund  increases  by  1  percent.  The 
state  special  revenue  of  $238,220  in  fiscal  1986  is  for  the  rviontana  Statehood  Centenni- 
al Office,  v/hich  was  established  to  encourage  the  commemoration  and  celebration  of 
Montana's  100th  anniversary  of  statehood  on  November  8,  1989.  The  centennial  office 
appropriation  is  a  biennial  appropriation. 

Two  new  programs  were  added  to  the  executive  office:  the  Clark  Fork  River 
Basin  Project  and  the  Client  Assistance  Program.  The  principal  objective  of  the  Clark 
Fork  River  Basin  Project  is  to  provide  administrative  continuity  to  water  related 
studies.  Funding  for  the  project  is  $267,500  per  year  from  private  and  federal 
sources.  The  purpose  of  the  Client  Assistance  Program  is  to  assist  handicapped 
individuals  receiving  or  seeking  rehabilitative  services.  Funding  for  this  program  is 
$50,000  each  year  from  the  federal  Department  of  Education. 

The  non-operating  costs  consist  of  proprietary  funding  of  $73,750  each  year  au- 
thorized for  the  state-wide  audit.  The  budget  office  is  to  distribute  this  authority  to 
those  agencies  who  derive  a  benefit  from  the  state-wide  audit.  The  distribution  is  to 
be  made  to  non-general  fund  sources. 

ISSUE   1:      COAL   TAX   LOBBY 

The  coal  tax  lobby  effort  was  continued  by  the  1985  legislature,  but  at  a 
reduced  level.  Table  1  shows  the  coal  tax  lobby  appropriation  for  fiscal  years  1982 
to  1987,  the  actual  expenditures  for  fiscal  years  1981  to  1985  and  the  anticipated  ex- 
penditures for  those  fiscal  years. 
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Table  1 
Coal  Tax  Lobby  Budget  and  Expenditures 


Fiscal 

Year 

Budget 

Expenditure 

Balance 

1982 

$490,931 

$189,705 

$301,226 

1983 

301,226 

142,763 

158,463 

1984 

358,463 

143,264 

215,199 

1985 

200,000 
151,596 

94,524^ 

105,476 

1986 

93,572; 
94,000 

58,024 

1987 

108,024 

14,024 

2 Appropriation  has  been  reduced  by  $3,880  as  part  of  2  percent  cuts. 
Anticipated  expenditures. 


Expenditures  for  the  coal  tax  lobby  effort  have  declined  since  fiscal  1982 .  It 
has  been  the  legislature's  practice  in  past  bienniums  to  continue  the  previous 
biennium  unexpended  balance  into  the  next  biennium.  The  legislature  may  want  to 
reduce  the  fiscal  1987  appropriation  by  the  projected  funding  balance  of  $14,000  and 
reexamine  the  ccal  tax  lobby  program  during  the  1987  legislative  session. 

Option  A:      Reduce  the  coal  tax  lobby  effort  by  $14,000  and  reexamine  the  prog- 
ram in  the  1987  legislative  session. 
Option  B :      Take  no  action. 

ISSUE   2:      2   PERCENT   CUTS 

The  Governor's  Office  2  percent  cuts  in  fiscal  1986  amounted  to  $46,531.  Con- 
tinuing the  2  percent  cuts  would  reduce  the  fiscal  1987  general  fund  by  $47,654. 
Table  2   shows  the  application  of  the  2  percent  cuts  to  fiscal  1987. 
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Table  2 

Application  of  2   Percent   Cuts  to  Fiscal  1987 

Governor's  Office 


Expenditures 

Fiscal  1987 

Personal  Services 

$2,062,291 

Operating 

1,123,692 

Total 

$3^185^983 

Funding 

General  Fund 

$2,396,713 

State  Special 

-0- 

Federal  and  Other 

789,270 

Total 

i^iiiiiiii 

2%  Cuts 


$20,803 
26,851 

$47^654 


$47,654 
-0- 
-0- 

$47^654 


Revised 
Fiscal  1987 

$2,041,488 
1,096,841 

$3^138^329 


$2,349,059 

-0- 

789,270 

$3^138^329 


Option  A:       Reduce  the  fiscal  1987   general  fund  by  $47,654, 
Option  B:       Take  no  action. 
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STATE 

Budget  Items 

House  Bill  500 

-  Fiscal  1987   

Governor's  Budget 

Difference 

F.T.E. 

31.5 

31.0 

0.00 

Personal  Service 
Operating  Expense 
Equipment 

$     655,780 

477,883 

2,000 

$     649,836 

475,713 

-0- 

$   5,944 
2,170 
2,000 

Total  Operating  Costs 
Non-Operating  Costs 

$1,135,663 
80,600 

$1,125,549 
30,000 

$10,114 
50,600 

Total  Expenditures 

11^216^263 

11^155^549 

160^714 

General  Fund 
State  Special 

$      892,873 
323,390 

$      848,329 
307,220 

$44,544 
16,170 

Total  Funding 

$1^.216^263 

$1...155^549 

$60^714 

ISSUES   IN   GOVERNOR'S   BUDGET 

Gov,    1.      5  Percent  Cut 

A.  Records  Management 

B .  Administration  Code 

________  Fiscal 

General  Fund 

$   (7,944) 
(36,600) 

1987 

Other  Funds 

$(16,170) 
-0- 

ISSUE   GOV.    1:      5   PERCENT   CUT 

The  5  percent  reductions  are  discussed  by  program  in  the  following  narrative. 

Records  Management 

1.  A  data  entry  operator  in  the  Corporations  Bureau  will  be  reduced.  The 
proposal  is  to  reduce  the  position  to  .50  FTE  by  filling  it  only  during  corporate 
annual  reports  processing  from  January  through  June  each  year. 

2.  The  equipment  budget   will  be  eliminated. 

3.  Local  assistance  payments  will  be  reduced.  The  last  legislature  established  a 
central  filing  system  for  liens  covering  agricultural  products.  Part  of  this  new  law 
requires  the  Department  of  Revenue  to  send  a  copy  of  financing  and  continuation 
statements  to  the  clerk  and  recorder  in  the  county  of  the  debtor's  residence.      It  also 
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requires  the  Secretary  of  State  to  pay  the  county  for  this  filing.  At  the  time  budget 
estimates  for  this  program  were  prepared,  anticipated  filing  were  22,000  documents 
with  the  counties  at  a  filing  fee  of  $2  per  document.  More  recent  information 
suggests  an  over-estimate  on  the  number  of  document  filings.  Therefore,  the 
department  does  not  anticipated  that  any  operational  impact  from  this  proposed 
reduction  will  occur. 

4.  Micrographics  will  be  reduced.  The  estimate  of  the  number  of  ag 
lien  lenders  who  will  file  during  fiscal  1987  was  revised  downwards.  Micrographics 
expenditures  depend  directly  on  document  volume.  Therefore,  the  department  does 
not  anticipate  any  operational  impact  from  this  reduction. 

Administrative  Code 
The  Montana  Administrative  Procedures  Act  provides  that  the  office  supply 
copies  of  the  Register  and  ARM  updates  to  a  variety  of  local,  state,  and  federal 
government  offices.  Section  2-4-312(2),  MCA,  states  that  the  cost  of  these  "free" 
subscriptions  "must  be  paid  by  appropriation  from  the  general  fund."  In  fiscal  1987, 
the  legislature  budgeted  $36,600  to  cover  the  costs  of  these  subscriptions.  The 
Secretary  of  State  proposes  a  one-time  elimination  of  this  transfer  from  the  general 
fund  to  the  state  special  revenue  fund,  relying  instead  on  existing  cash  balances  to 
pay  for  these  subscriptions.  Although  this  will  preclude  an  anticipated  reduction  in 
subscription  rates  and  agency  filing  fees,  the  office  doesn't  anticipate  any  short-run 
operational  impact.  Elimination  of  this  transfer  in  years  after  fiscal  1987  as  a 
longer-run  budget  reduction  measure  would  necessitate  increased  agency  filing  fees  to 
offset  the  cost  of  these  "free"  copies. 
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Budget  Item 

FTE 

Personal  Service 
Operating  Expense 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Fund  Source 

General  Fund 
State  Special 

Total  Funds 


Actual 

Actual 

After  2% 

Approp, 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

% 

Change 

1984 

1985 

1986 

1987 

FY85-FY87 

30.00 

30.00 

35.00 

31.50 

1.50 

$     570,176 

$      593,928 

$     713,602 

$     706,805 

19.0 

417,998 

456,221 

580,686 

464,499 

1.8 

16,802 

6,649 
$1,056,798 

32,000 
$1,326,288 

-0- 
$1,171,304 



$1,004,976 

10.9 

70,220 

51,600 

31.110 

80,600 

56.2 

$1^075^,196 

$1^108^398 

11^357^398 

IU25U904 

13^0 

$      901,609        $      919,339        $      928,347      $      920,333  .1 

173,087  189,059  429,051  331,571  75.4 


$1^074^696        $1^,108^398        $1^.357^398     $1^251^904 


13.0 


ISSUES 


Fiscal  1986  

General  Fund        Other  Funds 


Fiscal  1987 

General  Fund         Other  Funds 


1.    Records  Management        $(21,983) 


-0- 


$(21,983) 


-0- 


The  Secretary  of  State  is  a  record-keeping  office  which  files,  maintains,  and 
preserves  the  permanent  records  of  the  state  and  certain  public  interest  records  of 
private  citizens.  The  office  also  publishes  the  Montana  Administrative  Register  (MAR) 
and  the  Administrative  Rules  of  Montana   (ARM). 

Personal  services  rise  19.0  percent  and  operating  expenses  rise  1.8  percent  from 
fiscal  1985  to  fiscal  1987  due  to  the  addition  of  the  Agricultural  Lien  Program  by  the 
1985  legislature.  Senate  Bill  129,  which  governs  the  program,  establishes  a  cen- 
tralized filing  system  for  security  interests  covering  agriculture,  provides  for  comput- 
er data  to  be  retrievable  by  private  computers,  and  provides  that  the  costs  of 
developing   and   running  the   computer   program   be   recovered  by   charging   users    a    fee 
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for  accessing  the  system.  The  Agricultural  Lien  Program  is  funded  by  state  special 
revenue,  resulting  in  the  75.4  percent  increase  from  fiscal  1985  to  fiscal  1987  in  that 
fund. 

The  non-operating  costs  in  fiscal  years  1984  to  1986  were  general  fund  transfers 
to  the  Administrative  Rules  Program  to  pay  for  free  copies  of  the  Administrative  Rules 
of  Montana  to  selected  state,  federal  and  local  government  agencies  as  directed  by 
statute.  House  Bill  893  limits  the  number  of  Administrative  Rules  of  Montana  provided 
to  counties  and  deletes  the  provision  that  the  clerk  of  each  court  of  record  be 
provided  a  copy.  Language  was  included  in  House  Bill  500  that  if  House  Bill  893 
passed,  the  general  fund  transfer  used  to  pay  for  the  free  copies  of  the  Admini- 
strative Rules  would  be  reduced  from  $51,600  to  $36,600  each  year.  As  part  of  their 
2  percent  cuts  the  agency  further  reduced  the  transfer  in  fiscal  1986  by  $5,490. 
Non-operating  costs  of  $44,000  are  included  in  fiscal  1987  as  transfers  of  part  of  the 
Agricultural  Lien  Program. 

ISSUE  1:   REDUCE  RECORDS  MANAGEMENT  FTE 

The  1985  legislature  set  a  4  percent  vacancy  savings  for  the  records  management 
program  for  the  1987  biennium.  As  of  January  17,  1986,  the  program  was  experienc- 
ing, in  addition  to  the  4  percent  legislative  set  vacancy  savings,  an  additional  5.5 
percent  vacancy  savings.  In  fiscal  1985,  the  program  experienced  a  6  percent  vacan- 
cy savings.  An  administrative  assistant  IV  position  has  been  vacant  all  of  fiscal 
1986.  If  this  position  was  deleted,  $21,983  of  general  fund  could  be  saved  in  both 
fiscal  1986  and  1987.  The  staffing  needs  of  the  records  management  program  would 
have  to  be  examined  during  the  1987  legislature  to  determine  if  the  reduced  FTE  level 
could  be  sustained  into  the  1989  biennium. 

OPTION  A:    Delete  the  1.0  FTE  administrative  assistant  position,   saving  $21,983  of 
general  fund  both  years  of  the  1987  biennium. 

OPTION  B:    Retain  the  current  staffing  level. 
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House  Bill  500 

Fiscal  1987  - 

Governor's  Bu 

Budget  Items 

idget 

Difference 

F.T.E. 

4.75 

4.75 

0.00 

Personal  Service 
Operating-  Expense 
Equipment 

$124,136 
16,633 
-0- 

$124,136 
9,595 
-0- 

$      -0- 

7,038 

-0- 

Total  Expenditures 

$140^769 

UM±Ul 

l^iMI 

General  Fund 
State  Special 

$139,769 
1,000 

$132,781 
950 

$6,988 
50 

Total  Funding 

$140^769 

liMilM 

|Zu.038 

ISSUES   IN   GOVERNOR'S 

BUDGET   

General 

-   Fiscal 
Fund 

1987 

Other  Funds 

Gov.    1.      5  Percent   Cut 

$(6,988) 

$(50) 

ISSUE   GOV.    1:      5 

PERCENT   CUT 

The  agency  has  allocated  the  5  percent  reduction  to  operating  expenses 
which  is  a  42  percent  operating  expense  reduction.  Rent  of  $5,439  is  a  fixed 
cost  to  the  Department  of  Administration  and  cannot  be  reduced  leaving  a  balance 
of  $11,284  of  operating  expenses.  Applying  the  $7,038  reduction  to  operating 
expenses  translates  into  a  62  percent  operating  expenses  reduction.  This 
approach  does  not  leave  sufficient  operating  expenses  for  the  agency  to  perform 
its  functions  under  law. 
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Budget  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%  Change 
FY85-FY87 

FTE 

5.0 

5.0 

4.75 

4.75 

(.25) 

Personal  Service 
Operating  Expense 
Equipment 

$124,866 

19,608 

195 

1144^669 

$128,769 

12,766 

-0- 

$141^535 

$123,756 

22,268 

195 

1146^219 

$130,130 

16,633 

-0- 

$146^763 

1.1 
30.3 

Total  Expenditures 

3.7 

Fund   Source 

General  Fund 
State   Special 

$144,493 
176 

$140,794 
741 

$144,935 
1,284 

$145,763 
1,000 

3.5 
35.0 

Total  Funds 

$144^669 

$141^535 

$146^219 

il46^763 

=1=1 

TOCITTTC 

T7t  o  /^  o  1        1  < 

387 
the 

General 

rlSCal    i! 

Fund        01 

r  Funds 

1.    2   Percent  Reduction 

$(2,915) 

-0- 

The  purpose  of  the  Commissioner  of  Political  Practices'  Office  is  to  establish  con- 
sistent requirements  for  the  full  disclosure  and  reporting  of  the  source  and  disposi- 
tion of  funds  used  in  Montana  to  support  or  oppose  state  and  local  candidates,  politi- 
cal committees,  or  political  issues.  The  commissioner's  office  is  also  responsible  for 
enforcing  the  election  and  campaign  finance  laws  and  the  provisions  of  the  Montana 
Lobbyist  Disclosure  Act.  In  addition,  the  commissioner  is  responsible  for  publishing 
and  disseminating  a  number  of  election  related  reports. 

Operating  expenses  increase  30.3  percent.  Budgeted  operating  expenses  for  fis- 
cal 1985  totaled  $18,153.  However,  the  office  shifted  $5,819  of  operating  expenses  to 
personal  services  to  pay  salaries  in  fiscal  1985,  as  the  pay  plan  was  funded  through 
vacancy    savings    and    the    office    did    not    have    any    turnover    to    generate    vacancy 
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savings.     Operating  expenses  reduced  in  fiscal  1985  were:   communications  $959,   travel 
$2,106,    rent  $630,   and  supply  and  materials  $1,606. 

The  state  special  revenue  account  is  used  to  record  receipts  and  pay  expenses 
relating  to  the  sale  of  copies  of  campaign  reports. 

ISSUE   1:      2   PERCENT   REDUCTION 

In  response  to  the  Governor's  request  for  a  2  percent  reduction  in  the  general 
fund  for  fiscal  1986,  the  office  reduced  its  general  fund  personal  services  budget  by 
$2,960.  If  the  2  percent  reduction  was  made  in  fiscal  1987,  personal  services  would 
be  reduced  by  $2,915.     Table  1  shows  the  2  percent  reduction  for  fiscal  1987. 

Table  1 
Application  of  2   Percent  Cuts  to  Fiscal  1987 


Expenditures 

Fiscal  1987 

Personal  Services 

$130,130 

Operating 

16,633 

Total  Expenditures 

1146^763 

Funding 

General  Fund 

$145,763 

State  Special 

1,000 

Total  Funding 

^146^763 

2%  Cuts 

Revised 
Fiscal  1987 

$2,915 
-0- 

$127,215 
16,633 

$2^915 

$143^848 

$2,915 
-0- 

$142,848 
1,000 

12^915 

1143^848 

Option  A:      Reduce  the  fiscal  1987  general  fund  by  $2,915 
Option  B  :      Take  no  action. 
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I7io/-.nl      1  Qfi7 

Budget  Items 

House  Bill  500 

Governor's  Budget 

Difference 

F.T.E. 

59.5 

59.5 

0.00 

Personal  Service 
Operating  Expense 
Equipment 

$1,367,738 

855,279 

91,000 

$1,325,271 

776,715 

91,000 

$  42,467 

78,564 

-0- 

Total  Expenditures 

|2^314^017 

$2^192^986 

$121,031 

General  Fund 
State  Special 

$1,091,243 
1,222,774 

$1,036,681 
1,156,305 

$   54,562 
66,469 

Total  Funding 

$2^314^.017 

$2^192^986 

$121^031 

ISSUES   IN   GOVERNOR'S 

RTTDHFT 

1987 

Other  Funds 

General  Fund 

Gov.    1.     5  Percent  Cut 

A.  Central  Management 

B .  Audit  Department 

C.  Insurance 

D.  Securities 

$(25,740) 
$(28,822) 

-0- 

-0- 

$       -0- 
$(36,969) 
$(25,000) 
$(4,500) 

ISSUE   GOV.    1:      5   PERCENT   CUT 

The  budget  reductions  for  the  general  fund  are  in  the  Central  Management  and 
Audit  Department.  Personal  services  budget  reductions  will  be  achieved  by  not  using 
the  additional  money  appropriated  for  the  reorganization  of  the  office.  The 
reorganization  was  accomplished  without  the  need  of  the  additional  funds.  The  other 
funds  reduction  will  be  a  cost  reduction  for  the  PPP  system  from  the  central  payroll 
state  special  revenue  fund.  Enhancements  and  special  reports  from  the  PPP  system 
will  be  reduced. 

The    Insurance    and    Securities    Programs    are    funded    entirely    from    state    special 
revenues;    but  spending  reductions  have  a  direct  general   fund  impact  ns  unobligated  cash 
balances    renmining    in    those    funds    at    fiscal    yonr-cnd    nvo    transferred    to    the    general 
fund.      Expense  reductions  will  be  in  travel  expense  and  contracted  legal  services. 
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Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

%  Change 

Budget  Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

59.0 

59.0 

60.5 

59.5 

.5 

Personal  Service 

$1,255,449 

$1,315,648 

$1,416,949     : 

$1,443,293 

9.7 

Operating  Expense 

932,131 

918,397 

967,177 

855,279 

(6.9) 

Equipment 

11.271 

13,123 

11,934 

91,000 

593.4 

Total  Operating  Costs 

|2^iM^i51 

$2^247^168 

$2^396^060      : 

lg^M|i|Z2 

=M^= 

Fund  Source 

General  Fund 

$1,965,524 

$2,102,997 

$1,084,638 

$1,125,545 

(46.5) 

Other  Funds 

233,327 

144,171 

1,311,422 

1,264,027 

776.8 

Total  Funds 

IliiiiiPi 

$2^247^168 

$2^396^062     : 

IgiMiiili 

=JiL 

ISSUES 

-  -  -  -  -  Fiscal 

1986 

-  Fiscal  1987  

General  Fund 

Other  Fun( 

ds          General 

Fund        Other  Funds 

1.     Funding  Switch 

Central  Payroll 

Option  A. 

-0- 

-0- 

$(178 

.312) 

$178,312 

Option  B. 

-0- 

-0- 

$(314 

.101) 

$314,101 

2.     Personal  Services 

Option   A . 

$(51,757) 

-0- 

-0- 

-0- 

Option  B. 

-0- 

-0- 

$(56 

,755) 

-0- 

3.      Office  Automation 

-0- 

-0- 

$(100 

,000) 

-0- 

4.      2   Percent   Cuts 

Option   A 

-0- 

-0- 

$(22 

.511) 

$(25,281) 

Option   B 

-0- 

-0- 

$(19 

.376) 

-0- 

The  Office  of  the  State  Auditor,  established  by  Article  VI,  Section  1  of  the 
Montana  Constitution,  has  statutory  duties  to  superintend  the  fiscal  concerns  of  the 
state,  suggest  plans  for  improvement  and  management  of  public  revenues,  keep  an  ac- 
counting system  of  all  state  funds,  and  pay  into  the  state  treasury  all  funds  and  fees 
received.  The  State  Auditor  is  both  ex-officio  commissioner  of  insurance  and 
ex-officio  securities  commissioner.  The  State  Auditor  is  charged  with  the  duty  of  li- 
censing  and    regulating   insurance    companies    and    agents    within    the   state.      The    State 
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Auditor  is  also  assigned  the  responsibility  of  regulating  and  registering  issuers, 
broker-dealers  and  investment  advisors,  and  licensing  all  securities  salesmen.  The 
auditor  is  the  director  of  the  central  payroll  system  for  paying  state  employees. 

A  .50  FTE  was  added  for  the  1987  biennium  to  the  Insurance  Department  to  help 
with  the  provisions  of  House  Bill  378,  which  gave  regulatory  authority  to  the 
insurance  commissioner  over  all  title  insurers.  The  balance  of  the  personal  service 
increase  is  due  to  $75,555   for  pay  plan  and  $33,040   for  reorganization. 

Operating  expenses  decrease  by  $63,118,  or  6.9  percent.  Contract  services  for 
legal  fees  and  court  costs  in  the  Insurance  Department  decrease  by  $39,000  and  audit 
fees  to  the  legislature  auditor  decrease  by  $27,868. 

Equipment  increases  due  to  planned  office  automation  equipment  purchases  in  fis- 
cal 1987  of  $90,000. 

The  general  fund  decreases  by  $977,452,  or  46.5  percent.  Major  decreases  in 
the  general  fund  consist  of  the  following: 

1.  a  funding  switch     from   general     fund  to  the  state  special  revenue  fund  for 
the  insurance  and  investment  programs  of  $959,027,    and 

2 .  funding  a  larger  percentage  of  the  central  payroll  operation  from  the  state 
special  revenue  fund,    replacing  general  fund  of  $160,829. 

If  the  legislature  had  not  made  the  funding  switches  the  general  fund  would 
have  shown  an  increase  of  $142,404,    or  6.8  percent.      The  increase  is  due  to: 

1.  funding  for  reorganization  of  $39,991.  The  reorganization  was  to  reduce 
the  number  of  divisions  in  the  office  from  five  to  four  by  consolidating 
functions  in  the  administrative  area  and  all  matters  dealing  with  audit  and 
warrent  processing.      There  were  no  new  positions  added,   and 

2.  funding  for  office  automation  of  $110,000.  The  legislature  provided 
$100,000  in  fiscal  1987  to  purchase  equipment  and  $10,000  to  review  the 
Insurance  and  Securities  Departments'  office  automation  needs. 

The  1985  legislature  created  the  state  special  revenue  accounts  to  fund  the  op- 
erations of  the  Investment  Division  and  the  Insurance  Division.  These  funds  were 
previously  deposited  into  the  general  fund  and  the  auditor  given  a  general  fund 
appropriation.      The   statutes   now   require   that   all   revenues   collected   by    the    divisions 
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be    deposited    in    the    state    special    revenue    fund    and    that    all    cash    remaininf^    after 
current  fiscal  year  expenditures  are  met  must  be  transferred  to  the  general  fund. 

ISSUE   1:      FUNDING   SWITCH,    CENTRAL   PAYROLL 

The  Central  Payroll  Division  operates  a  central  payroll  system  for  state  employ- 
ees and  is  responsible  for  the  payroll,  position,  and  personnel  (PPP)  control  system. 
The  program  is  funded  from  two  sources,  the  general  fund  and  fees  charged  to  users 
of  the  PPP  central  system.  The  following  table  shows  the  budgeted  and  actual  expen- 
ditures for  the  two  funding  sources  for  fiscal  years   1983  through   1986. 

Table  1 

Budgeted  and  Actual  Expenditures  -   Central  Payroll 

For  Period  Fiscal  1983  -  Fiscal   1986 


-  Fiscal  1983  -    -  Fiscal  1984  -  -  Fiscal  1985  -  -  Fiscal  1986  - 

GF  SSR  GF  SSR  GF  SSR  GF        SSR 

Budget  $3?0,518  5206,276  $572,381  $249,827  $562,585  $228,404  $366,082  $306,911, 

Expenditures  308,618  149,851  547,552  134,027  542,605  144,172  239,788  197,591 

Balance  $_lii220  5_56^425  S_24^29  $115^800  $_19i980  5^84^232  $126^94  $109^20 

Percent  of 

Total  Expenditurps        67  33  80  20  79  21  55        45 


General  Fund  -  66  percent  expended,  83  percent  of  year  el.ipsed 
SSR  -  64  percent  expended,  83  percent  of  year  elapsed 


The  table  shows  that  the  general  fund  share  of  expenditures  in  the  budget  grew 
from  67  percent  in  fiscal  1983  to  80  percent  in  fiscal  1984  and  79  percent  in  fiscal 
1985.  The  1985  legislature  reallocated  the  split  between  the  general  fund  and  state 
special  revenue  fund  to  use  part  of  the  increasing  state  special  revenue  fund  balance 
for  the  1987  biennium . 

The  revenue,  expenditures,  and  fund  balance  for  the  state  special  revenue  fund 
are  shown  in  table  2   for  fiscal  years  1983  through   1987. 


A-37 


STATE   AUDITOR 
Page  4 


Table  2 

Revenues,   Expenditures,    and   Fund  Balance 

Central  Payroll  State  Special  Revenues  Fund 

Fiscal   1983   through   Fiscal   1987 


Fiscal 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1983 

1984 

1985 

1986 

1987 

Beginning  Fund  Balance 

$  39,438 

$  49,520 

$  173,334 

$  264,923 

$  222,808 

Revenues 

159,933 

257,841 

235,761 

264,796 

260,504 

Total  Funds  Available 

199,371 

307,361 

409,095 

529,719 

$  483,312 

Expenditures 

(149,851) 

(134,027) 

(144,172) 

(306,911) 

(305,000) 

Ending  Fund  Balance 

$ 49_^520_ 

$_173i334_ 

S  264^923 

_$222j^808_ 

S_lZ§j.312_ 

State  agencies  are  to  apply  expenditures  against  non-general  fund  money  when- 
ever possible  before  using  the  general  fund  appropriations.  Section  17-2-108,  MCA, 
states,  "The  department  shall  apply  expenditures  against  nongeneral  fund  money 
wherever  possible  before  using  the  general  fund  appropriations."  However,  from 
fiscal  1983  to  fiscal  1985,  central  payroll  reverted  an  average  of  3.9  percent  of  its 
general  fund  while  reverting  an  average  of  36.9  percent  of  its  state  special  revenue 
fund.  Table  2  shows  that  the  state  special  revenue  fund  had  adequate  assets  for  all 
three  years  to  pay  expenditures  and  revert  more  general  fund.  The  legislature  may 
want  to  require  that  the  state  auditor  use  the  $178,312  fund  balance  in  the  state 
special  revenue  funds  in  fiscal  1987  and  reduce  the  general  fund  by  $178,312. 

Table  2  maximizes  the  expenditures  appropriated  by  the  legislature  for  both  fis- 
cal 1986  and  1987.  However,  based  on  the  expenditures  as  of  April  30,  1986  the 
program  may  revert  $68,850  in  fiscal  1986.  If  the  same  expenditure  pattern  were  to 
develop  for  fiscal  1987,  $66,939  would  revert.  This  would  free  up  another  $135,789 
of  state  special  revenue  fund  to  use  in  place  of  general  fund.  Added  to  the 
projected  fund  balance  of  $178,312,  a  total  of  $314,101  of  general  fund  could  be 
replaced  with  state  special  revenue  fund  in  fiscal  1987. 
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Option  A :       Reduce     the     general  fund  by     $178,312     and     increase  other  funds  by 

$178,312. 
Option  B :      Reduce     the     general  fund  by     $314,101     and     increase  other  funds  by 

$314,101. 
Option  C :      Take  no  action. 

ISSUE   2:      PERSONAL   SERVICES 

The  state  auditor  presented  plans  to  the  1985  legislature  for  reorganizing  the  of- 
fice. The  office  was  to  be  realigned  with  the  then  present  five  divisions  reduced  to 
four.  Some  positions  were  to  be  reclassified,  with  an  overall  increpse  in  salary  in  or- 
der to  attract  technically  qualified  personnel.  The  legislature  provided  general  fund 
of  $33,040  in   fiscal  1986  and  $39,991   in  fiscal  1987  toward  the  reorganization. 

Table  3  shows  the  budgeted  personal  services  for  the  State  Auditor  as  of 
January  18,  1985,  when  the  newly  elected  State  Auditor  assumed  office  compared  to 
the  budgeted  personal  services  as  of  March  28,  1986.  The  March  figures  do  not 
include  pay  plan  of  $13,127. 

Table  3 

Comparison  of  Budgeted  Personal  Services 

1-18-85   to  3-28-86 

General  Fund 
Budgeted  Personal  Services  PKR  PPP 

January   18,    1985  $  633,376 

March  28,    1986  629,791 


Difference   (decrease)  I 13^.5851 


Overall,  before  pay  plan  is  added  the  reorganization  did  not  increase  the  salary 
level.  Table  4  shows  the  number  of  reorganized  positions  and  the  overall  effect  the 
reorganization  had  on   the  budget   after  adding  pay  plan.      Out  of  a  total  of  28  current 
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level  positions,    four  positions   were  upgraded   and   four  positions   were  downgraded  for 
a  total  savings  of  $16,764. 

Table  4 
Reclassified  Positions  and  Budget  Affect  for  Fiscal  1986 


General  Fund 

Upgraded  Positions 
4  positions 

Downgraded  Positions 
4  positions 

General  Fund  Decrease 


January  18,    March  28, 
1985  1986 


$85,079  $96,816 


$99,801  $71,300 


Increase 
(Decrease) 


$  11,737 


$(28,501) 
$U6^764i 


Percent 
of  Increase 
(Decrease) 


13.8 


(28.6) 


Table   5    shows   the   legislative   approved  personal   services   budget,    including  pay 
plan  and  the  anticipated  expenditures  for  personal  services  for  fiscal  1986. 


Table  5 

Personal  Services  Budget  Compared  to  Anticipated  Expenditures 

State  Auditors  Office  -  Fiscal  1986 


Legislative  Authorized  Personal  Services 
Anticipated  Expenditures 

Balance  for  Reversion 


General 
Funds 

$642,918 
591,161 

$_51^757 


The  balance  that  may  revert  in  fiscal  1986  totals  $51,757,  which  is  in  addition  to 
the  4  percent  vacancy  savings  allocated  to  the  State  Auditor  by  the  legislature.  The 
legislature  may  want  to  reduce  the  overfunded  personal  services  for  fiscal  1986  for  a 
general  fund  saAnngs  of  $51,757. 

As  shown  in  tabic;  4,  the  net  decrease  in  pc.-rsonal  servicfs  after  the  T-corga- 
nization   is    $16,764.      In    addition,    the   legislature   authorized    $39,991    in    fiscal    1987    to 
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put    the    reorgnnization    into    effect.      The    legislature    may    want    to    reduce    the    over- 
budgeted  personal  services  for  fiscal  1987  by  $56,755   ($16,764   and  $39,991). 

Option  A:      Reduce  overfunded  personal  services  in  fiscal  1986  for  a  general  fund 

savings  of  $51,757. 
Option  B :      Reduce  overfunded  personal  services  in  fiscal  1987  for  a  general  fund 

savings  of  $56,755. 
Option  C :       Take  no  action. 

ISSUE   3:      OFFICE   AUTOMATION 

The  1985  legislature  authorized  $25,000  in  fiscal  1986  to  determine  the  general 
office  needs  for  an  office-wide  office  automation  system.  Personnel  from  the  auditor's 
office  were  to  conduct  as  much  of  the  study  as  possible.  In  fiscal  1987,  $10,000  of 
additional  study  funds  were  provided  to  study  the  needs  of  the  Insurance  and 
Securities  Programs.  In  addition,  funding  of  $90,000  was  provided  in  fiscal  1987  to 
purchase  office  automation  equipment.  The  auditor's  office  completed  its  study  early 
in  fiscal  1986  and,  supported  by  the  Department  of  Administration  Purchasing 
Division,    reqxiested  bids  for  implementation  of  the  system  in  fiscal  1986. 

In  January,  1986  the  auditor's  office  issued  purchase  orders  in  the  amount  of 
$161,072  for  computer  equipment  and  software  to  be  delivered  in  March,  1986.  In 
view  of  the  fact  that  the  State  Auditor  has  already  purchased  the  equipment  in  fiscal 
1986,   the     legislature  may  want  to  reduce  the  1987  appropriation  by  $100,000. 

Option  A:       Reduce  general  fund  $100,000. 

Option  B :      Take  no  action. 

ISSUE   4:      2   PERCENT   CUTS 

In  response  to  the  Governor's  request  for  a  2  percent  reduction  in  general  fund 
expenditures,  the  department  reduced  contract  services  in  the  Central  Payroll 
Program  by  $22,135.  Applying  a  2  percent  reduction  to  the  general  fund  in  fiscal 
1987   would  result  in  a  reduction  of  $22,511,    as  shown  in  table  7. 
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The  balance  in  the  state  special  revenue  fund  reverts  to  the  general  fund  at  the 
end  of  the  fiscal  year.  Therefore,  the  legislature  may  also  want  to  reduce  the  state 
special  revenue  fund  by  2  percent.  A  2  percent  reduction  in  the  state  special 
revenue  fund  would  total  $25,281. 


Table  7 
Application  of  2   Percent  Cuts  to  Fiscal  1987 


Expenditures 

Personal  Services 
Operating 

Total 


Fis 

cal 

1987 

$1 

,443 
946 

,293 
,279 

$2^389. 

i572 

2%  Cuts 

$       -0- 
22,511 

$22^511 


Revised 
Fiscal   1987 

$1,443,293 
923,768 

^2^367^061 


Funding 

General  Fund 
State  Special 

Total 


$1,125,545 
1,264,027 

$2^389^572 


$22,511 
-0- 

$22^511 


$1,103,034 
1,264,027 

12^367^061 


Option  A  :       Reduce  the  fiscal  1987   general  fund  by  $22,511   and  the  state  special 

revenue  fund  by  $25,281. 
Option  B:       Reduce  the  fiscal  1987   general  fund  by  $19,376. 
Option  C :       Take  no  action. 
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Budget  Items 

F.T.E. 

Personal  Service 
Operating  Expense 
Equipment 

Total  Expenditures 


House  Bill  500 

549.35 

$15,040,028 
5,173,570 
1.208,152 

$21^421^750 


-  Fiscal  1987 ■ 

Governor's  Budget 

542.35 

$14,300,853 

4,807,523 

933,606 

$20^041^982 


Difference 

7.0 

$  739,175 
366,047 
274,546 

$1^379^768 


General  Fund 
State   Special 
Federal  Revenue 
Proprietary 

Total  Funding 


$   9.544,765 

10,623,747 

822,730 

430,508 

$21^421^.750 


$   5,157,262 

13.631.482 

822,730 

430.508 

$20^041^982 


$  4,387,503 
(3,007,735) 
-0- 
-0- 

$1^.379^.768 


ISSUES   IN   GOVERNOR'S   BUDGET 


Gov.    1. 


Gov.  2. 
Gov.  3. 
Gov.    4. 


5  Percent   Cut 

A.  Legal  Services 

B.  Indian  Legal  Jurisdiction 

C.  Driver  Services 

D.  Highway   Patrol 

E.  Motor   Vehicle 

F.  County   Attorney   Payroll 

G.  Law  Enforcement   Network 
H.  Law   Enforcement  Academy 
I.    Fire  Marshall 
J.    Identification 
K.  Criminal  Investigators 
L.   Central  Services 
M.  Data  Processing 
N.  Transportation  of  Prisoners 
O.  Forensic  Science 

Subtotal 
Adjustment' 

Total  Executive  5   Percent   Cut 


1 


Funding  Switch   -    Highway   Patrol 
Funding  Switch  -   County  Attorney  Payroll 
Delay   New  Program 


Fiscal  1987   

General  Fund  Other  Funds 


$  (39,773) 

$    (6,060) 

(4.974) 

-0- 

(91.318) 

(14,857) 

-0- 

(467,676) 

-0- 

(99,712) 

(41,616) 

-0- 

-0- 

(37,307) 

-0- 

(29,630) 

(16.574) 

-0- 

(12,135) 

-0- 

(32,294) 

-0- 

-0- 

(18.869) 

(15,794) 

-0- 

(8.340) 

-0- 

-0- 

(33,880) 

$(262,818) 

$(707,991) 

$(22,667) 

22,667 

$1285^.4851 

$£685^3241 

($3,082,747) 

$3,082,747 

$(610,312) 

$610,312 

$(408,959) 

-0- 

The  executive  5  percent  reduction  was  applied  to  the  total  general  fund  and 
state  special  revenue  fund.  The  department  allocation  resulted  in  a  $22,667 
over-allocation  in  the  state  special  revenue  fund  and  an  under-allocation  in  the 
general  fund.  As  of  the  publication  of  this  document,  the  department  has  not 
reallocated  the  $22,667, 
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ISSUE   GOV.    1:      5   PERCENT   CUT 

The  5  percent  cuts  are  discussed  by  program. 

LEGAL   SERVICES 
Personal  Services  -  $10,756 

A  .50  FTE  secretary  will  be  left  vacant  for  the  entire  fiscal  year.  A  1.0  FTE 
attorney  position  will  be  left  vacant  for  three  months. 

Operating  Expenses  -  $35,077 

The  reduction  in  operating  expenses  includes  $20,000  designated  for 
multi-district  case  assessments  in  antitrust  cases.  The  Attorney  General  has 
extricated  the  state  from  all  multi-district  cases  it  was  previously  party  to,  so  there 
will  be  no  assessments  for  fiscal  1987.  The  additional  reductions  in  operating 
expenses  are  in  contract  services,  including  Westlaw  Research,  continuing  legal 
education  and  travel. 

INDIAN   LEGAL  JURISDICTION 
Operating  Expenses  -  $4,974 

Travel  will  be  reduced,  leaving  a  balance  of  $2,100.  Travel  expenses  have  not 
been  as  high  as  originally  projected.  This  reduction  will  limit  the  amount  of  travel 
not  directly  case  related.  If  necessary,  some  case  related  travel  could  be  charged  to 
the  Legal  Services  Case  Travel  line  item,   provided  funds  are  available. 

DRIVER    SERVICES   BUREAU 
Personal  Services  -  $68,675 

Headquarter  and  field  staff  will  be  reduced,  including  examiner  and  clerical 
positions.  The  planned  reductions  will  affect  the  Billings,  Great  Falls,  Missoula, 
Bozeman,  Deer  Lodge,  and  Libby  areas,  with  some  secondary  impact  on  adjacent 
stations. 
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Operating  Expenses  -   $21,500 

Printing  of  driver  license  and  motorcycle  manuals  will  be  delayed  and  "hot  lino" 
phones  for  exam  stations  will  be  removed.  Large  motor  vehicle  registration  customers 
will  be  converted  to  "tape  in  tape  outs",  reducing  postage  expenses  for  motor  vehicle 
checks  for  insurance  companies. 

Equipment  -  $16,000 

The  purchase  of  two  Driver  Services  Bureau  vehicles  will  be  delayed  and  two  old 
highway  patrol  vehicles  used  as  replacements, 

HIGHWAY   PATROL 
Personal  Services  -  $313,539 

A  5  percent  cut  in  personal  services  for  the  Highway  Patrol  Program  will  require 
that  the  highway  patrol  run  13.28  FTE  officer  positions  vacant  for  the  entire  fiscal 
year. 

Equipment   -   $154,137 

A  5  percent  cut  in  equipment  will  be  accomplished  by  purchasing  approximately 
14  fewer  patrol  cars. 

MOTOR   VEHICLE   REGISTRATION 
Personal  Services  -  $33,212 

Personal  service  reductions  will  be  achieved  through  forced  vacancies.  Seasonal 
workload  may  result  in  a  moratorium  on  personalized  plate  processing  and  dealer  in- 
spections. 

Operating  Expenses  -  $51,500 

Reductions  arc  made  in  printing,  postage,  microfilm  services,  phone  lines,  and 
data  processing  rent.      If  necessary,    mail  renewal  notices  will  be  discontinued. 
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Equipment  -   $15,000 

Reductions  will  delay  all  equipment  purchased  until  the  next  biennium. 

COUNTY   ATTORNEY   PAYROLL 
Personal  Services  -  $41,616 

The  County  Attorney  Payroll  Program  pays  for  one-half  of  the  salary  of  the  56 
elected  county  attorney's.  House  Bill  500  prohibits  the  reduction  of  salaries  of  elect- 
ed officials  during  their  term  of  office.  Therefore,  it  may  not  be  feasible  to  reduce 
this  program  by  5  percent  unless  the  language  is  changed  in   House  Bill  500. 

LAW   ENFORCEMENT    NETWORK 
Personal   Services   -  $9,607 

A  5  percent  cut  in  the  highway  state  special  revenue  fund  will  require  a  .25 
FTE  reduction.  This  will  be  accomplished  by  reducing  the  24  hour  service  at  the 
Glendive  Patrol  Communications  Center. 

A  5  percent  reduction  in  general  fund  for  personal  services  will  require  a  .35 
FTE  reduction  in  the  Helena  Patrol  Communications  Center. 

Operating  Expenses  and  Equipment  -  $27,700 

The  Criminal  Justice  Information  Network  (CJIN)  will  reduce  the  number  of  hours 
the  toll  free  telephone  service  is  available  to  users  and  will  review  consolidation  of 
more  network  lines.  Alternatives  to  on-site  training  for  CJIN  users  will  be  developed 
and,  when  travel  is  required  for  training,  regional  or  area-wide  classes  will  be 
considered.  Equipment  required  to  add  new  users  to  the  system  will  be  purchased 
only  if  funds  are  available. 

LAW  ENFORCEMENT   ACADEMY 
Personal   Services  -  $5,035 

A  legal  instructors  position   will  be  left  vacant   36   weeks,    reducing  the  number  of 
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legal     schools     and     requiring     additional     expenditures     from     contract     services     for 
consultant  instructors. 

Operating  Expenses  -  $21,595 

The  reduction  in  operating  expense  will  mean  fewer  courses  in  the  special  school 
programs  and  regional  training  programs. 

Equipment  -  $3.000 

The  reduction  in  equipment  will  mean  the  equipment  replacement  schedule  will 
have  to  bo  adjusted. 

FIRE  MARSHALL 
Personal  Services  -  $12,034 

A  deputy  state  fire  marshal  position  will  be  vacant  for  19  weeks. 

Operating  Expenses  -  $4,540 

The  operating  expenses  for  this  program  are  reduced  to  reflect  the  vacant 
position. 

IDENTIFICATION 
Personal  Services  -  $12,135 

A  grade  6  fingerprint  clerk  position  will  be  vacant  for  the  entire  fiscal  year. 

CRIMINAL   INVESTIGATION 

If  the  program  is  not  delayed  but  is  only  cut  5  percent,  personal  services  would 
be  reduced  $27,122.      The  operating  expenses  would  be  reduced  $5,172. 

The  executive  budget  proposes  delaying  the  criminal  investigator  program 
expansion  for  fiscal  1987,  and  reducing  the  general  fund  under  a  policy  issue  by 
$408,959.  The  executive  budget  also  applied  a  5  percent  reduction  of  the  $408,959 
policy  reduction  in  the  across  the  board  cuts  and  this  resulted  in  the  executive 
taking  $13,348  more  general  fund  out  of  the  program  than  was  appropriated. 
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CENTRAL   SERVICES 

Equipment  -   $18,869 

The  5  percent  reduction  will  be  accomplished  by  decreasing  the  insurance 
reimbursement  account ,  which  receives  insurance  refunds  and  payments  for  damaged 
equipment  during  the  fiscal  year.  The  appropriation  is  only  used  to  offset 
replacement  costs  of  equipment  replaced  by  insurance. 

DATA   PROCESSING 
Personal  Services  -  $8,094 

A  grade  16  programmer  analyst  position  will  be  open  for  15  weeks. 

Operating  Expenses  and  Equipment  -  $3,700 

The  5  percent  reduction  will  limit  travel  for  maintenance  and  continuing  educa- 
tion for  programmers. 

Equipment  -  $4,000 

A  personal  computer  which  was  authorized  will  not  purchased. 

TRANSPORTATION   OF  PRISONERS 
Operating  Expenses  -  $8,340 

The  cost  of  extraditing  and  transporting  prisoners  is  always  unknown  from  year 
to  year.  In  the  past,  there  have  been  cost  overruns  in  some  years  and  reverted 
funds  in  others. 

FORENSIC   SCIENCE 
Personal  Services  -  $4,594 

The  reduction  in  personal  services  will  be  accomplished  by  leaving  one  of  the 
two  chemist  positions  vacant   for   10  weeks. 
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Equipment  -  $29,286 

The  division  was  budgeted  to  purchase  a  replacement  automobile  at  $9,286  and  a 
gas  chromatograph  at  $20,000.  The  gas  chromatograph  (GC)  is  to  replace  an  old  GC 
used  in  the  toxicology  section  to  analyze  for  the  presence  of  drugs  and  pesticides  in 
cases  involving  coroners. 

ISSUE   GOV.    2:      FUNDING   SWITCH   -   HIGHWAY   PATROL 

In  the  highway  patrol  program,  all  civilian  personal  services,  equipment,  and 
operating  costs  are  funded  with  general  fund.  Personal  services  of  uniformed 
highway  patrol  officers  are  paid  from  the  highway  special  revenue  account.  The 
executive  proposal  is  the  same  as  the  Legislative  Fiscal  Analyst  issue  in  that  all 
general  fund  monies   will  be  replaced  by  highway  special  revenue  funds. 

The  executive  shows  a  funding  switch  of  $3,082,742.  After  the  funding  switch 
to  the  highway  state  special  revenue  account  the  executive  applied  a  5  percent 
reduction  resulting  in  a  cut  of  $154,137.  Therefore  the  net  affect  on  the  highway 
state  special  revenue  fund  is  $2,928,605. 

Funding  all  program  expenses  with  earmarked  highway  revenue  would  allow  the 
flexibility  to  use  operating  expense  savings  to  offset  a  portion  of  the  vacancy  savings 
required  in  uniformed  officer  personnel  costs. 

ISSUE   GOV.    3:      FUNDING   SWITCH    -   COUNTY   ATTORNEY   PAYROLL 

The  county  attorney  payroll  program  provides  state  funding  for  the  salaries  of 
county  attorneys  and  one-half  the  salary  of  no  more  than  two  deputy  county  attor- 
neys per  county.  This  proposal  would  shift  state  funding  of  deputy  county  attorney 
salaries  from  the  general  fund  to  a  state  special  revenue  fund ,  but  would  not  alter 
the  amount  appropriated.  This  policy  would  reduce  general  fund  appropriations  by 
$752,312  and  decrease  general  fund  revenue  by  about  $142,000,  for  a  net  general 
fund  spending  reduction  of  $610,312.  County  attorneys'  salaries  would  still  be  paid 
from  the  general  fund. 
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Senate  Bill  116  passed  by  the  1985  legislature  expanded  the  county  attorney  pay- 
roll program:  1)  to  provide  state  funding  for  half  of  the  salary  and  longevity  benefits 
of  no  more  than  two  deputy  county  attorneys  per  county;  and  2)  to  increase  the 
salaries  of  part-time  county  attorneys.  The  appropriation  was  made  from  the  general 
fund.  However,  Senate  Bill  116  included  a  fee  increase  to  be  deposited  to  the 
general  fund  to  offset  the  cost.  Revenues  from  the  passage  of  Senate  Bill  116  have 
been  lower  than  anticipated.  If  cash  balances  in  the  state  special  revenue  fund  were 
inadequate  to  pay  all  authorized  expenditures,  available  cash  would  be  prorated  among 
counties  and  any  shortfall  in  the  salaries  payable  to  deputy  county  attorneys  would 
be  the  responsibilities  of  the  respective  counties. 

ISSUE  GOV.  4:   DELAY  NEW  PROGRAM 

The  1985  legislature  approved  an  expansion  of  the  criminal  investigators 
program,  adding  7.0  FTE  and  $408,959  in  general  fund  monies  to  provide  undercover 
investigation  into  stolen  property  and  illegal  drug  cases.  The  Department  of  Justice 
has  not  begun  the  hiring  process  for  the  7  new  FTE  authorized  for  fiscal  1987.  The 
executive  is  requesting  this  program   not  be  started  in  fiscal  1987. 
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DEPARTMENT   OF  JUSTICE 

Budget   Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%   Change 
FY85-FY87 

FTE 

525.10 

527.35 

542.35 

549.35 

22.0 

Personal  Service 
Operating  Expense 
Equipment 

$13,108,844 
4,737,105 
1,188,132 

$13,826,696 
4,716,114 
1,415,044 

$14,940,694 
5,252,372 
1,469,878 

$15,753,833 
5,174,353 
1,208,152 

13.9 

9.7 
(14.6) 

Total  Expenditures 

iP^PiMl 

|19ii5IiSM 

liiiiMiMi 

$22^136,338 

=MiL 

Fund  Source 

General  Fund                        $  8,991,637     $   9,652,369  $  9,271,040  $  9,778,612  1.3 

State  Special                              9,317,179          9,354,387  11,138,054     11,066,767  18.3 

Federal  Revenue                            347,249              472,780  816,228            844,017  78.5 

Proprietary                                     378,016              478,318  437,622            446,942  (6.6) 

Total  Funds                    ll^iSMiMl    |12i|SIiSy  ||liii|iS|4  |||ilMii2|  A^±i= 

ISSUES Fiscal  1987 

General  Fund        Other  Funds 

1.  Vehicle  Purchases  $(250,000)  -0- 

2.  Highway  Patrol  Funding  Smtch 

Option  A.  $(3,113,688)  $3,113,688 

Option  B.  $(2,863,688)  $2,863,688 

3.  Narcotics  and  Stolen  Property  $(408,959)  -0- 

4.  County  Attorney  Payroll  $(752,312)  -0- 

5.  Indian  Legal  Jurisdiction  Program  $(118,551)  -0- 

6.  2   Percent   Cuts 

Option   A.  $(195,572)  -0- 

Option  B.  $(107,702)  -0- 


The  Department  of  Justice,  under  the  direction  of  the  Attorney  General,  is  re- 
sponsible for  state  law  enforcement  and  public  safety.  The  duties  of  the  department 
include  the  following:  (1)  attend  the  Supreme  Court  and  prosecute  or  defend  all 
causes  to  which  the  state  or  any  officer  thereof  in  his  official  capacity  is  a  party  and 
all  causes  to  which  any  county  or  some  officer  thereof  acting  in  his  official  capacity 
may  be   a  party,    unless  the  interest  of  the  county  is  adverse  to  the  state,    (2)   exer- 
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cise  supervisory  powers  over  county  attorneys  in  all  matters  pertaining  to  the  duties 
of  their  offices,  (3)  assist  county  attorneys  in  the  discharge  of  their  duties,  (4)  give 
legal  opinions,  (5)  enforce  Montana  traffic  laws  and  register  all  motor  vehicles,  and 
(6)   enforce  state  fire  safety  codes  and  regulations. 

FTE  increase  by  22.0  from  fiscal  1985  to  fiscal  1987.  Seven  FTE  were  added  for 
an  increased  effort  in  the  investigation  of  narcotics  and  stolon  property  cases.  The 
55  mph  enforcement  squad  in  the  Highway  Patrol  was  increased  by  2.5  FTE.  Six  FTE 
were  added  to  the  Highway  Patrol  for  enforcement  of  safety  standards  for  motor  car- 
riers. The  Rocky  Mountain  Information  Network  was  increased  by  .5  FTE.  The  data 
processing  division  increased  2.0  FTE  to  staff  the  new  computer  center  at  the  Nation- 
al Guard  Armory  for  the  Law  Enforcement  Teletype  system.  A  1.0  FTE  forensic  sci- 
entist to  analyze  DUI  samples  was  added  to  the  forensic  science  lab  in  Missoula.  Four 
FTE  dispatchers  were  added  to  staff  the  regional  dispatch  center  in  Glendive  on  a  24 
hour  basis.  A  1.0  FTE  responsible  for  the  juvenile  training  project  was  transferred 
from  the  law  enforcement  academy  to  the  Board  of  Crime   Control. 

The  general  fund  shows  an  increase  of  $126,243,  or  1.3  percent.  The  general 
fund  was  decreased  approximately  $1.3  million  by  the  legislature,  as  general  fund  was 
replaced  with  motor  vehicle  fees  in  the  law  enforcement  academy,  the  law  enforcement 
network,  the  forensic  science  lab  and  the  driver  licensing  programs.  Other  decreases 
in  the  general  fund  amount  to  approximately  $298,000  which  consists  of  a  4  percent 
vacancy  savings  in  fiscal  1987  and  vacancy  savings  realized  in  fiscal  1985.  Increases 
in  the  general  fund  include  approximately  $1.3  million  in  modified  requests  ($50,000 
per  diem  to  counties  for  overnight  retention  of  prisoners,  $752,000  in  increased 
county  attorney  payroll,  $409,000  in  a  criminal  undercover  unit,  and  $49,000  for  two 
data  processing  operators.)  Current  level  increases  include  a  $200,000  increase  in 
the  highway  patrol  for  equipment  purchases;    and  $234,000  increase  in  the  pay  plan. 
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The  state  special  revenue  fund  increases  by  $1.7  million  or  18.3  percent.  Major 
increases  were  the  $1.3  million  funding  switch  detailed  in  the  general  fund  analysis 
and  a  $.4  million  increase  in  salaries  for  highway  patrol  officers. 

Federal  revenue  shows  an  increase  of  $371,237,  or  78.5  percent.  In  fiscal  1987, 
$308,000  was  added  for  the  motor  carrier  safety  program  transferred  from  the  Public 
Service  Commission  and  the  55  mph  special  enforcement  squad  was  increased  by 
approximately  $50,000. 

ISSUE   1:      VEHICLE   PURCHASES 

The  legislature  authorized  70  new  patrol  cars  for  the  Highway  Patrol  in  fiscal  1986 
at  a  cost  of  $899,080  and  70  new  patrol  cars  in  fiscal  1987  at  a  cost  of  $989,030  in 
general  fund.  The  price  authorized  by  the  legislature  was  based  on  the  most  recent 
purchase  of  vehicles  in  fiscal  1985  plus  inflation.  However,  in  fiscal  1986  the  depart- 
ment purchased  only  67  vehicles  at  a  cost  of  $723,533,  saving  $175,547  of  general 
fund.  Of  the  $175,549  in  savings,  $137,015  was  a  result  of  a  lower  than  anticipated 
cost  of  the  vehicles  and  $33,532  was  because  three  vehicles  were  not  purchased.  A 
purchase  of  67  vehicles  in  fiscal  1987,  after  allowing  for  a  slight  increase  for  in- 
flation, would  cost  approximately  $739,000,  saving  the  general  fund  $250,000.  The 
legislature  may  want  to  reduce  the  highway  patrol  vehicle  budget  by  $250,000  based 
on  the  recent  purchase  of  vehicles  in  fiscal  1986. 

Option  A:     Reduce  the  general  fund  by  $250,000. 

Option  B  ■•     Take  no  action. 

ISSUE   2:      HIGHWAY   PATROL   FUNDING   SWITCH 

The  Highway  Patrol  is  currently  funded  from  three  sources.  Table  1  details  the 
funding  for  the   Highway   Patrol  in   fiscal  1987. 
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Table  1 
Highway   Patrol  Funding  Sources   for  Fiscal  1987 


Category 


State  Special  Federal  Special 

General  Fund        Revenue  Fund  Revenue  Fund 


Personal  Services 
Operating  Expenses 
Equipment 

Total 


$  538,650 
1,528,008 
1,047,030 

$3U13^688 


$6,578,305 

-0- 

-0- 

$fiu.578^305 


$233,901 

256,661 

2,328 

$492^890 


Total 

$  7,350,856 
1,784,669 
1,049,358 

110^184^883 


Federal  funds  pay  for  the  55  mph  enforcement  squad,  advanced  training,  and  tlie 
motor  carriers  standards  enforcement  program.  Section  44-1-501,  MCA,  provides  that 
all  salaries  of  members  of  the  highway  patrol  shall  be  paid  out  of  the  highway  depart- 
ment's account  in  the  state  special  revenue  fund.  The  balance  of  salaries,  operating 
expenses,   and  equipment  is  funded  by  the  general  fund. 

Article  VIII,  Section  6,  of  the  Montana  Constitution  provides  that  the  highway 
state  special  revenue  fund  may  be  used  for  highway  safety.  The  $3,113,688  of  gen- 
eral fund  operating  expenses  could  therefore  be  funded  from  the  highway  account. 

If  Option   A  of  Issue   1  is  exercised  by  the  legislature,    $250,000  of  operating  costs 
will  be  eliminated.      Therefore  a  funding  switch  of  only  $2,863,688  would  be  needed. 
Option  A:     Reduce     the  general  fund     by  $3,113,688     and  increase  the  state     spe- 
cial revenue  fund  by  $3,113,688. 
Option  B:     Reduce     the  general  fund     by  $2,863,688     and  increase  the  state     spe- 
cial revenue  fund  by  $2,863,688, 
Option   C :    Take  no  action. 

ISSUE   3:      NARCOTICS   AND   STOLEN   PROPERTY 

The    1985    Legislature   authorized   the   Department   of  Justice   7.0  FTE  in   fiscal   1987 

to  increase   criminal  investigation   of  narcotics   and   stolen   property  cases   in   the   state 

of  Montana   at   a  total   cost   to  the   general  fund  of  $408,959.      As  of  April   30,    1986  the 
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department  had  not  made  any  commitments  to  hire  personnel  to  start  the  program. 
Due  to  the  drop  in  revenues  the  legislature  may  want  to  delay  implementing  the  pro- 
gram until  the  1989  biennium. 

Option  A:  Delay  implementing  the  program  until  the  1989  biennium  for  a  general 
fund  savings  of  $408,959  in  fiscal  1987. 

Option  B:     Take  no  action. 

ISSUE  4:   COUNTY  ATTORNEY  PAYROLL 

Prior  to  fiscal  year  1986  the  county  attorney  payroll  program  paid  one-half  of  the 
salary  and  benefits  of  the  56  county  attorneys.  Senate  Bill  116  of  the  1985  session 
provided  that  one-half  of  the  salary  and  benefits  of  no  more  than  two  deputy  county 
attorneys  from  each  county  would  also  be  funded  from  the  general  fund.  The  bill 
provided  that  a  charge  of  $10  in  each  misdemeanor  case  and  the  greater  of  $20  or  10 
percent  of  the  fine  levied  in  each  felony  case  be  assessed  on  those  fined  upon  their 
conviction  for  any  conduct  made  criminal  by  state  statute  and  on  those  who  forfeit 
bond  or  bail,  and  that  these  charges  be  deposited  to  the  general  fund  to  pay  for  the 
program.  Table  2  shows  the  department's  estimate  of  revenue  and  expenditures  un- 
der Senate  Bill  116. 


Table  2 

Department  of  Justice  Estimated  Revenue  and  Expenditures  -   Senate  Bill  116 

Fiscal  1986  Fiscal  1987  Biennium  Total 

Revenue  Estimate  $826,434  $826,434  $1,652,868 

Expenditures  715,787  752,312  1,468,099 

Net  Revenue  to  General  Fund       $110^.647  $_74^122  $__184^769 


As  of  February  28,  1986,  $90,867  of  the  revenue  estimate  for  fiscal  1986  has  been 
collected.  This  is  13  percent  of  the  revenue  needed  for  fiscal  1986  while  67  percent 
of  the   year   has   elapsed.      At   the   current   rate   of  collection   the   revenue   collected  in 
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fiscal  1986  will  total  approximately  $136,300.  In  addition  to  the  expenditure  of 
$715,787  in  fiscal  1986  the  department  is  estimating  that  an  additional  $67,000  supple- 
mental will  bo  needed  to  fully  fund  the  program.  If  this  estimate  is  correct  the  reve- 
nue shortfall  to  the  general  fund  will  be  approximately  $647,000  for  fiscal  1986  and 
$691,000  in  fiscal  1987   for  a  total  biennium  shortfall  of  $1,340,000. 

The   reason   for  the   shortfall  is   not   apparent   at   this   time.      Table   3   provides   de- 
tails on  the  collections  for  the  period  of  July  1,    1985  through  February  28,    1986. 


Table  3 

County  Collections  of  Revenue   Under  Senate  Bill   116 

through   February   1986 


Category 

Counties  not  reporting  any  revenue 

Counties  reporting  under  $1,000 

Counties  reporting  $1,000  to  $2,000 

Counties  reporting  over  $2,000 

Total 


Number  of 

Revenue 

Pe 

rcent  of 

Counties 

Total 

Revenue 

24 

$       -0- 

-0- 

13 

3,275 

4 

5 

7,163 

8 

14 

80,529 

88 

56 


$90^967 


100 


There  are  two  related  reasons  that  may  explain  the  revenue  shortfall: 

1.  An  overstated  revenue  estimate  by  the  Department  of  Justice;    and 

2.  Some  judges  may  not  be  assessing  the  fines  required  under  Senate  Bill  116. 
In   preparing  the   revenue  estimate  the   Department   of  Jvistice   made   the   assumption 

that   for   100   percent  of  all  cases   a  fine   would  be   assessed   and  collected.      There   are, 
however,   two  provisions  in  Senate  Bill  116   which  may  make  this  assumption  invalid: 

1.  If  a  convicting  court  determines  that  the  defendant  is  not  able  to  pay 
the  fine  and  costs  or  that  he  is  unable  to  pay  within  a  reasonable  time, 
the  court  must  waive  payment  of  the  charge  imposed  by  Senate  Bill  116. 

2 .  The  total  of  the  charge  imposed  by  this  section  and  any  fine  assessed 
may  not  exceed  the  maximum  fine  authorized  by  law  for  the  offense. 

Statistics    have    never    been    available    on    these    two    provisions.       Therefore,    when 

the  revenue   estimate   was   made  it   was   not   known   to   what  percentage  of  cases   the  two 

provisions  would  apply. 
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Tabic  4  shows  the  revenue  collection  and  the  population  for  each  county. 


Table 

4 

Revenue  Collection  for  Senal 

:e  Bill  116 

July 

1985  through  February  1986 

County 

Population 

Amount 

County 

Population 

Amount 

1. 

Beaverhead 

8,186 

$       -0- 

29. 

McCone 

2,702 

$       -0- 

2. 

Big  Horn 

11,096 

6,682 

30. 

Meagher 

2,154 

-0- 

3. 

Blaine 

6,899 

2,268 

31. 

Mineral 

3,675 

144 

4. 

Broadwater 

3,267 

-0- 

32. 

Missoula 

76,016 

13,861 

5. 

Carbon 

8,099 

-0- 

33. 

Musselshell 

4,428 

-0- 

6. 

Carter 

1,799 

36 

34. 

Park 

12,660 

3,699 

7. 

Cascade 

80,696 

10,260 

35. 

Petroleum 

655 

-0- 

8. 

Choteau 

6,092 

-0- 

36. 

Phillips 

5,367 

-0- 

9. 

Custer 

13.109 

4,545 

37. 

Pondera 

6,731 

-0- 

10. 

Daniels 

8,835 

90 

38. 

Powder  River 

•     2,520 

-0- 

11. 

Dawson 

11,805 

8,643 

39. 

Powell 

6,958 

220 

12. 

Deer  Lodge 

12,518 

1,521 

40. 

Prairie 

1,836 

243 

13. 

Fallon 

3,763 

-0- 

41. 

Ravalli 

22,493 

-0- 

14. 

Fergus 

13,076 

4,239 

42. 

Richland 

12,243 

-0- 

15. 

Flathead 

51,966 

1,683 

43. 

Roosevelt 

10,467 

2,403 

16. 

Gallatin 

42,865 

-0- 

44. 

Rosebud 

9,899 

1,123 

17. 

Garfield 

1,656 

315 

45. 

Sanders 

8,675 

-0- 

18. 

Glacier 

10,628 

2,232 

46. 

Sheridan 

5,414 

1,550 

19. 

Golden  Valley 

1,026 

387 

47. 

Silver  Bow 

38,092 

-0- 

20. 

Granite 

2,700 

198 

48. 

Stillwater 

5,598 

40 

21. 

Hill 

17,985 

4,993 

49. 

Sweet  Grass 

3,216 

3,186 

22. 

Jefferson 

7,029 

477 

50. 

Teton 

6,491 

-0- 

23. 

Judith  Basin 

2,646 

-0- 

51. 

Toole 

5,559 

-0- 

24. 

Lake 

19,056 

-0- 

52. 

Treasure 

981 

-0- 

25. 

Lewis  and  Clark 

43,039 

1,286 

53. 

Valley 

10,250 

144 

26. 

Liberty 

2,329 

495 

54. 

Wheatland 

2,358 

-0- 

27. 

Lincoln 

17,752 

10,719 

55. 

Wibaux 

1,976 

2,800 

28. 

Madison 

5,448 

-0- 

56. 

Yellowstone 
TOTAL 

108,035 

486 
$90^968 

Major  diffei'ences  exist  in  regards  to  population  and  revenue  collected.  For  exam- 
ple, Wibaux  county  has  a  population  of  1,976  and  has  collected  $2,800  in  revenue, 
while  Yellowstone  County  has  a  population  of  108,035  but  has  collected  only  $486.  It 
appears  as  if  some  judges  may  not  be  assessing  the  fines.      The  only  way  of  determin- 
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ing  if  the  judges  are  or  are  not  assessing  the  fines  v/ould  be  to  visit  each  court  and 
conduct  an  extensive  file  search  for  convictions  and  fines.  Currently,  time  is  not 
available  to  conduct  such  a  study. 

The  legislature  added  the  deputy  county  attorney  salaries  based  on  an  estimate 
that  revenue  deposited  to  the  general  fund  would  cover  the  additional  costs.  Since 
the  revenue  is  not  being  raised,  the  legislature  may  want  to  repeal  the  provisions  in 
Senate  Bill  116  that  require  the  state  to  pay  one-half  of  the  salary  of  no  more  than 
two  deputy  county  attorneys. 

Option  A:     Repeal     the     provision     that     the  state  pay  one-half  of  the  salary  of  no 
more     than     two  deputy     county  attorneys,      saving     the     general     fund 
$752,312  in  fiscal  1987. 
Option  B :    Delete  the  law  that  requires  the  state  pay  one-half  of  no  more  than  two 
deputy  county  attorney  salaries,    and  require  that  the  fees  now  deposit- 
ed   to   the    state    general    fund   be    deposited    to    the    county    general    fund 
for    payment    of   the    deputy    county    attorney    salaries.      SaAnngs    to    the 
general  fund  would  be  the  same  as  in  Option  A. 
Option   C :     Take  no  action. 

ISSUE   5:      INDIAN   LEGAL  JURISDICTION   PROGRAM 

The  Indian  Legal  Jurisdiction  program  provides  coordination  of  trial  and  appellate 
lawsuits  involving  the  state  of  Montana  and  the  Indian  tribes,  provides  legal  services, 
and  supervises  private  attorneys  contracted  by  the  state  to  assist  with  those  cases. 
A  line-item  general  fund  biennial  appropriation  of  $400,000  for  legal  fees  and  court 
costs  was  approved  for  the  1987  biennium. 

Expenditures  through  April  30,  1986  were  $26,712.  In  addition,  as  part  of  the 
department's  2  percent  reduction  the  appropriation  was  further  reduced  by  9.9  per- 
cent,  or  $39,737,   resulting  in  a  balance  in  the  line-item  appropriation  of  $333,551. 
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Based  on  current  information,  the  Department  of  Justice  has  estimated  that  likely 
expenditures  for  the  remainder  of  the  1987  biennium  will  total  $215,000,  leaving  a 
balance  in  the  line  item  appropriation  of  $118,551.  The  legislature  may  want  to  re- 
duce the  appropriation  based  on  the  current  information  supplied  by  the  department. 

Option  A:     Reduce  the  general  fund  line  item  appropriation  by  $118,551. 

Option  B :     Take  no  action. 

ISSUE   6:      2    PERCENT   CUTS 

In  compliance  with  the  Governor's  request  for  a  2  percent  reduction  of  general 
fund  in  fiscal  1986,  the  department  reduced  its  budget  by  $189,205.  The  2  percent 
cuts  included  $35,313  in  personal  services,  $71,610  in  operating  expenses  and  $82,282 
in  equipment.  The  personal  service  cuts  were  the  result  of  vacancy  savings  in  the 
Law  Enforcement  Teletype  program,  criminal  investigations  bureau,  central  services 
division  and  drivers  services  bureau.  Of  the  $71,610  cuts  in  operating  expenses, 
$39,737  was  identified  as  contract  services  in  the  Indian  legal  jurisdiction  programs. 
Specific  cuts  for  the  balance  of  $31,873  were  not  identified  by  the  department.  The 
highway  patrol  reduced  its  equipment  budget  by  $54,799.  Other  specific  equipment 
reductions  of  $27,483  were  not  identified  by  the  department.  Table  5  shows  the  ap- 
plication of  the  2  percent  cuts  to  fiscal  1987.  If  the  legislature  adopts  Options  A  of 
Issues   1  through  5,   the  2  percent  cuts  would  only  be  $107,702. 
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Table  5 
Application  of  2   Percent   Cuts  to  Fiscal  1987 


Expenditures 

Fiscal  1987 

Personal  Services 

$15,753,833 

Operating 

6,382,505 

Total 

$22^136^338 

Funding 

General  Fund 

$   9,778,612 

State  Special 

11,066,767 

Federal  and  Other 

1,290,959 

Total 

$22^136^338 

Revised 

2%   Cuts 

Fiscal   1987 

$   36,493 

$15,717,340 

159,079 

6,223,426 

$195^572 

$21^940^.766 

$195,572 

$   9,583,040 

-0- 

11,066,767 

-0- 

1,290,959 

iiii^^ii 

$21^Mfii76g 

Option  A:  Reduce  the  fiscal  1987  general  fund  by  $195,572. 
Option  B:  Reduce  the  fiscal  1987  general  fund  by  $107,702. 
Option  C:     Take  no  action. 
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Budget  Items 

House  Bill  500 

Governor's  Budget 

Difference 

F.T.E. 

8.5 

8.5 

0.00 

Personal  Service 

$      247,277 

$     247,277 

$     -0- 

Operating  Expense 

204,350 

200,815 

3,535 

Total  Operating  Costs 

$      451,627 

$     448,092 

$3,535 

Non-Operating  Costs 

1,100,000 

1,100,000 

-0- 

Total  Expenditures 

$1^5|Ue|I 

11^548^092 

ii-iii 

State  Special 

$        70,691 

$        67,156 

$3,535 

Federal  Revenue 

1,480,936 

1,480,936 

-0- 

Total  Funding 

Ikiiiiill 

il^548^Q92 

ILIM 

ISSUES   IN   GOVERNOR'S 

BUDGET   

Fiscal 

1987 

General  Fund 

Other  Funds 

Gov.    1.      5  Percent  Cut 

-0- 

$(3,535) 

ISSUE   GOV.    1:      5   PERCENT   CUT 

The  5  percent  reduction  is  in  the  highway  state  special  revenue  account.  That 
account  pays  for  50  percent  of  the  planning  and  administrative  program  costs;  the 
other  50  percent  is  a  match  of  federal  funds.  If  there  is  a  state  fund  reduction  of  5 
percent,  there  will  be  an  equal  loss  of  federal  funds.  Federal  administration  funds 
that  are  not  used  cannot  be  used  for  grants.  Unused  federal  administration  funds 
are  returned  to  the  federal  government. 
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Budget  Item 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Fund  Source 

State  Special 
Federal  Special 

Total  Funds 


Actual 
Fiscal 
1984 

Actual 
Fiscal 
1985 

After  2% 
Fiscal 
1986 

Approp. 
Fiscal 
1987 

%  Change 
FY85-FY87 

8.5 

8.5 

8.5 

8.5 

0.0 

$232,729 

151,899 

-0- 

$ 

231,603 

201,234 

75,392 

$      250,807 

201,812 

10,000 

$      260,298 

204,350 

-0- 

12.4 
1.6 

$384,628 
479,922 


$      508,229 
906,432 


$      462,619 
1,100,000 


$      464,648 
1,100,000 


^864^550  $1^414^661  $1^562_^619       ^1^.564^648 


$864^550         $1^414^661         11^.562^619       $1^564^648 


(8.6) 
21.4 

10.6 


$  68,316    $   65,288    $   72,525   $   73,945      13.3 
796,234     1,349,373     1,490,094    1,490,703      10.5 


10.6 


Highway  Traffic  Safety  assists  local  and  state  government  entities  in  promoting 
traffic  safety  in  order  to  reduce  death,  injury,  and  property  loss  that  results  from 
highway  traffic  accidents. 

The  major  reason  the  budget  increases  10.6  percent  from  fiscal  1985  to  fiscal 
1987  is  that  grants  to  cities  and  counties  were  less  than  originally  anticipated  in  fiscal 
1985.  A  50  percent  state  match  on  administration  and  planning  costs  is  required  in 
order  to  secure  the  federal  funds.  Highway  gas  taxes  provide  the  state's  match. 
National  Highway  Safety  Administration  federal  funds  not  used  for  program 
administration  are  allocated  in  the  ratio  of  60  percent  to  local  government  and  40 
percent  to  state  agencies. 

The  agency  received  a  budget  amendment  in  fiscal  1985  for  federal  funds  to 
purchase  computer  equipment  to  establish  and  maintain  a  comprehensive  computerized 
traffic  safety  record  keeping  system,  resulting  in  the  decrease  of  $75,392  in  fiscal 
1987. 
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DIVISION 

House  Bill  500 

-  Rscal  1987   - 
Governor's  Bv 

Budget   Items 

idget 

Difference 

F.T.E. 

14.0 

13.0 

1.0 

Personal  Service 
Operating  Expense 
Equipment 

BS 

$401,287 

166,797 

500 

i568^584 

$384,687 

159,093 

500 

1544^280 

$16,600 
7,704 
-0- 

Total  Expenditur( 

|24^|gi 

General  Fund 
Federal  Revenue 

$486,084 
82,500 

$568^584 

$461,780 
82,500 

$544^280 

$24,304 
-0- 

Total  Funding 

$|44M 

ISSUES   IN   GOVERNOR'S 

BUDGET   

General 

-  Fiscal 
Fund 

1987 

Other  Funds 

Gov.    1.      Governor' 

's  5   P( 

Rrcent  Cut 

$(24,304) 

-0- 

ISSUE   GOV.    1:      5 

PERCENT   CUT 

The  Board  of  Crime  Control  proposes  that  it  would  meet  a  5  percent 
across-the-board  budget  reduction  in  fiscal  1987  by  deleting  1  FTE  and  by  decreasing 
travel  and  contracted  services  expenses.  The  reduction  in  personal  services  of 
$16,600  is  a  statistical  clerk.  This  position  is  one  of  two  which  function  as  a 
"support  pool"  to  process  secretarial  work  for  six  standing  committees,  and  data 
entry  for  adult  and  juvenile  arrest  and  offense  data. 

Travel  costs  will  be  decreased  $3,500  in  two  areas:  1)  reducing  travel  for 
technical  assistance  to  local  agencies,  and  2)  reducing  the  number  of  meetings  of  the 
Peace  Officers'  Standards  and  Training  Council  from  four  to  two  per  year. 
Certification  of  peace  officers  by  the  council  would  then  be  changed  from  a  quarterly 
to  a  semi-annual  basis. 

The  agency  has  a  fiscal  1987  budget  of  $30,000  for  contract  services,  which 
includes  $20,000  for  data  entry  of  arrest  and  offense  data  and  $10,000  for  printing 
and    other    costs.       The    proposed    reduction    of    $4,204    would    amount    to    a    14    percent 
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decrease  in  this  budget.  The  agency  has  expressed  concern  that  the  reduction  could 
result  in  incomplete  participation  in  the  National  Crime  Reporting  System.  A 
scheduled  conversion  in  August  1986,  of  the  Uniform  Crime  Reporting  System  to 
automated  entry  of  data  by  local  law  enforcement  agencies  should,  however, 
significantly  reduce  data  entry  requirements  at  the  state  level,  and  lessen  the  impact 
of  cut-backs  in  both  contract  services  and  personal  services. 
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Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fisc£il 

Fiscal 

%  Change 

Budget  Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

13,00 

13.00 

14.00 

14.00 

1.00 

Personal  Service 

$348,708 

$362,828 

$407,988 

$418,879 

15.4 

Operating  Expense 

141,482 

145,357 

163,396 

166,797 

14.7 

Equipment 

4,577 

6,103 

500 

500 

(91.8) 

Total  Expenditures 

$494^767 

iiiiiiig 

$571^884 

$586^176 

14.0 

Fund   Source 

General  Fund 

$412,304 

$421,871 

$489,384 

$503,676 

19.4 

Federal  Revenue 

82,463 

92,417 

82.500 

82,500 

(10.7) 

Total  Funds 

1494^767 

$514^288 

1571^884 

ll§iiil^ 

=iliQ- 

TS"=;iTF<=; 

fi^^ni    11 

TC? 

±iC)<jcu    i;;o  1 

General  Fund         Other  Funds 

1.   Juvenile  Justice  Ti 

paining 

Option  A . 

$(48, 

588) 

-0- 

Option  B. 

$(14, 

500) 

-0- 

2.   Uniform  Crime  Reporting  System 

Option  A. 

$(65, 

000) 

$65,000 

Option  B. 

$(20, 

000) 

-0- 

3.    2   Percent  Cuts 

Option  A . 

$(10, 

074) 

-0- 

Option  B. 

$(7. 

803) 

-0- 

The  Montana  Board  of  Crime  Control  (MBCC)  was  established  in  1968  to  adminis- 
ter action  grant  funds  to  various  state  and  local  agencies.  The  agency  is  governed 
by  a  supervisory  board  of  18  members  representative  of  law  enforcement  and  criminal 
justice  agencies.  The  members  of  the  Supervisory  Board  are  appointed  by  the  Gover- 
nor. The  major  source  of  funding  for  this  agency  until  fiscal  1984  was  the  now  de- 
funct Law  Enforcement  Assistance  Administration. 

The  legislature  replaced  federal  funds  of  $212,885  in  fiscal  1984  and  $190,480  in 
fiscal  1985   with  general  fund  money.      This  68  percent  increase  in   general  fund  was  to 
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allow  the  agency  to  provide  technical  assistance  to  state  and  local  law  enforcement 
agencies.  Assistance  is  provided  in  the  areas  of  jail  improvement,  management  and 
statistical  analysis,  crime  prevention,  crimestoppers,  manpower  development,  informa- 
tion systems,  residential  programs  for  youth  in  trouble,  and  the  establishment  of  min- 
imum law  enforcement  standards  for  equipment,  procedures,  and  training  schools  ad- 
ministered by  the  state  or  any  of  its  political  subdivisions. 

The  agency  administers  three  federal  action  grant  programs.  The  majority  of 
the  grant  funds  are  passed  down  to  local  law  enforcement  agencies,  non-profit  service 
providers,  and  judicial  districts  in  approximately  65  grants.  The  grant  programs  and 
the  level  of  funding  in  fiscal  1986  are  shown  in  table  1.  The  agency  expects  to 
receive  the  same  grants  in  fiscal  1987  at  approximately  the  same  funding  levels. 

Table  1 
Board  of  Crime  Control  -  Federal  Flow-Through  Grant  Funds 

Fiscal  1986 

Grant  Amount     Primary  Grant  Recipients  Primary  Purpose 

Victim  Assistance  $224,000    Private,  non-profit  organizations   Aid  to  crime  victims 

Bureau  of  Justice  Assistance   390,000    Local  law  enforcement  agencies      Criminal  justice  programs 
Juvenile  Justice  Assistance    142,500*   Judicial  districts  Youth  deinstitutionalization 

$756^500 


*Does  not  include  $82,500  that  goes  to  MBCC  -  Juvenile  Justice  Bureau  (See  table  2) 


The  agency  has  four  bureaus:  Juvenile  Justice,  Planning  and  Research,  Peace 
Officers'  Standards  and  Training,   and  Grant  Administration. 

The  Juvenile  Justice  Bureau  is  responsible  for  awarding,  distributing,  and 
monitoring  funds  awarded  the  state  under  the  Juvenile  Justice  Act.  It  is  also 
responsible  for  the  Juvenile  Justice  Training  Program,  reorganization  of  youth  justice 
services  in  Montana,  assistance  to  the  Juvenile  Court  Administration  System,  and  is 
working  to  rewrite  the  youth  information  network  system  for  reporting  and  analyzing 
youth  offenses. 
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The  Planning'  and  Research  Bureau  maintains  the  Montana  Uniform  Reporting 
Program  and  a  law  enforcement  inventory  of  manpower  and  equipment  for  all  law 
enforcement  agencies  in  the  state.  It  also  acts  as  a  support  activity  for  the  Board  of 
Crime  Control  and  local  law  enforcement  agencies,  providing  research  and  statistical 
analysis  studies  as  requested,  and  making  on-site  assist  visits  to  local  agencies,  for 
services  such  as  jail  planning  and  agency  or  consolidation  planning. 

The  Peace  Officers'  Standards  and  Training  (P.O.S.T.)  Bureau  develops 
standards  for  the  selection  and  training  of  peace  officers,  including  highway 
patrolmen,  deputy  sheriffs,  undersheriffs ,  city  police  officers,  fish  and  game  offi- 
cers, campus  police,  and  airport  police.  The  bureau  reviews  requests  and  makes 
recommendations  for  certification  of  peace  officers,  is  developing  physical  ability  stan- 
dards and  tests,   and  provides  technical  assistance  to  local  law  enforcement  agencies. 

The  Grant  Administration  Bureau  provides  accounting  and  administrative  support 
to  the  other  bureaus  and  provides  financial  administration  for  federal  grant  programs, 
including  formal  grant  requests,  reporting,  fiscal  review,  audit,  and  assist  of  grant 
recipients. 

The  legislature  does  not  appropriate  the  MBCC  by  the  individual  bureaus.  If 
the  fiscal  1987  budget  is  allocated  on  the  same  percentage  basis  as  the  fiscal  1986 
budget,   the  four  bureaus  would  be  budgeted  as  shown  in  table  2. 

Table  2 

Fiscal  1987   Source  of  Funding 

(MBCC) 


Bureau 

General  Fund 

Federal  Funds 

Total 

P.O.S.T. 

$  60,072 

-0- 

$  60,072 

Grant  Administration 

278,969 

-0- 

278,969 

Planning  and  Research 

101,485 

-0- 

101,485 

Juvenile  Justice 

63,150 

$82,500 

145,650 

TOTAL 

$503^676 

$82^y2 

$586^176 
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Federal  funds  of  $82,500  in  each  fiscal  1986  and  1987  are  for  administration  of 
juvenile  justice  planning  and  operation  of  the  juvenile  probation  information  system, 
which  provides  management  information  to  youth  courts.  These  funds  come  from  the 
federal  Department  of  Justice  and  are  in  addition  to  the  federal  pass-through  funds 
listed  in  table  1 . 

The  FTE  increase  from  the  1985  biennium  to  the  1987  biennium  is  due  to  the 
transfer  of  the  Juvenile  Justice  Training  Program  to  the  Board  of  Crime  Control  from 
the  Law  Enforcement  Academy.  The  transfer  of  this  1  FTE  and  operating  expenses 
increased  the  general  fund  budget  by  $48,177  in  fisca]  1986  and  $48,588  in  fiscal 
1987.  It  was  determined  the  program  would  operate  more  efficiently  under  the  Board 
of  Crime  Control  than  under  the  Law  Enforcement  Academy, 

ISSUE   1:      JUVENILE   JUSTICE   TRAINING 

The  Juvenile  Justice  Training  Program  was  under  the  Law  Enforcement  Academy 
for  six  years  prior  to  fiscal  1986,  but  was  considered  to  be  ineffective,  having 
neither  received  the  proper  emphasis  nor  developed  into  a  viable  program .  When  the 
Juvenile  Justice  Training  Program  was  transferred  from  the  Law  Enforcement  Academy 
to  the  Montana  Board  of  Crime  Control  (MBCC) ,  the  decision  was  made  to  reorganize 
the  program  to  better  suit  the  training  needs  of  the  agencies  serving  Montana's 
troubled  youth.  The  major  goal  of  the  program  is  to  promote  policy  that  will  improve 
the  productivity  and  awareness  of  juvenile  justice  personnel  by  providing  pro- 
fessionals (judges,  attorneys,  law  enforcement  officers,  juvenile  probation  officers  and 
residential  child  care  workers)  with  education  and  current  information  about  the 
juvenile  justice  system.  A  survey  was  made  of  those  agencies  involved  in  juvenile 
justice  requesting  information  as  to  what  training  was  needed.  The  surveys  have 
been  returned  and  compiled,   and  a  curriculum  is  currently  being  developed. 

The  program  as  of  March  24,  1986  was  still  in  the  basic  stage  of  organizing  work 
shops    and    training    courses,    with    a    few    offerings    of   those    activities    in    April,    May, 
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and  June  of  1986,  It  is  anticipated  that  a  full  slate  of  programs  will  not  be  offered 
until  fiscal  1987.  Table  3  shows  the  legislative  approved  budget  for  the  Juvenile 
Justice  Training  Program  for  fiscal  1987. 

Table  3 
Juvenile  Justice  Training  Budget  Fiscal  1987 

Personal  Services  $23,740 

Operating  Expenses 

Contract  Services 

Supplies  and  Materials 

Communications 

Travel 

Other 

TOTAL 


Included  in  the  budget  for  fiscal  1987  is  $12,000  for  consultant  fees  and  $2,500 
for  consultant  travel  for  advanced  training  courses. 

Since  the  Juvenile  Justice  Training  Program  has  not  been  an  effective  program 
for  several  years  and  has  not  been  fully  instituted  since  its  transfer  from  the  Law 
Enforcement  Academy,  the  legislature  may  want  to  put  the  program  on  hold  for  fiscal 
1987  and  re-examine  the  program  in  terms  of  funding  priorities  with  other  i>i'ogx^ams 
during  the  1987  legislative  session,  saving  $48,588  in  fiscal  1987.  Or,  in  order  to 
maintain  continuity  of  the  Juvenile  Justice  Training  Program,  the  legislature  may  want 
to  reduce  only  the  consultant  fees  and  travel  for  the  advanced  training  courses  and 
allow  the  basic  instructional  course  to  continue  into  fiscal  1987.  This  would  save  the 
general  fund  $14,500  in  fiscal  1987. 

Option  A:       Put  the  Juvenile  Justice  Training  Program  on  hold  for  fiscal  1987. 

This  will  save  $48,588  in  general  fund  in  fiscal  1987. 
Option  B:      Reduce  consultant  fees  and  consultant  travel  for  the  advanced  training 

courses.     This  will  save  $14,500  of  general  fund  in  fiscal  1987. 
Option  C :       Take  no  action. 
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ISSUE   2:      MONTANA   UNIFORM   CRIME   REPORTING   SYSTEM 

The  g-oal  of  the  Montana  Uniform  Crime  Reporting  (MUCR)  System  is  to  reduce 
crime  by  identifying  and  targeting  where  crime  control  emphasis,  training,  and 
funding  is  needed,  and  to  increase  public  awareness  as  to  types  of  crimes  occurring, 
potential  for  victimization,  and  opportunities  for  defensive  action.  It  is  a 
computerized  system  which  takes  raw  crime  data  supplied  by  the  local  lav;  enforcement 
agencies  and  produces  output  reports  which  are  then  used  by  the  local  law 
enforcement  agencies  for  crime  prevention,  manpower  planning,  and  budgeting- 
purposes.  The  output  data  is  also  supplied  to  the  federal  Department  of  Justice  for 
National  Crime  Statistics.  At  the  state  level,  the  data  is  used  in  the  determination  of 
Law  Enforcement  Academy  curriculum  needs  and  in  setting  peace  officer  standards  and 
certification  requirements.  The  state  also  uses  the  data  to  determine  projected  prison 
population  needs  and  court  workload  projections,  to  identify  and  warn  the  public  of 
potential  risks  of  victimization,  for  development  of  programs  such  as  Crimestoppers, 
and  for  various  other  programs  and  needs.  However,  the  role  of  the  state  is 
predominantly  that  of  a  service  provider.  The  data  provided  is  primarily  used  by 
local  law  enforcement  agencies  and  to  a  lesser  extent  by  the  federal  government. 

Prior  to  1968  the  local  law  enforcement  agencies  either  did  not  provide  crime  sta- 
tistics, or  if  they  did  report  to  the  federal  government  it  was  not  done  on  a  uniform 
basis.  Upon  passage  of  the  Crime  Control  and  Safe  Streets  Act  of  1968  the  MBCC 
instituted  a  uniform  reporting  system  now  used  by  most  local  law  enforcement 
agencies.  The  program  was  supported  by  federal  funds  provided  by  the  Law 
Enforcement  Assistance  Administration  (LEAA).  When  the  LEAA  was  disbanded  at  the 
end  of  fiscal  1983,  the  legislature  continued  the  program  with  general  funds.  There 
is  no  requirement  on  either  the  state  or  federal  level  that  the  information  be  supplied 
to  either  government. 

Since  there  is  no  requirement  by  cither  the  state  or  federal  governments  mandat- 
ing  that    the  information   be   compiled   by   the    state    and    provided    to   the    local   law    en- 
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forcement  agencies  or  to  the  federal  government,  the  legislature  ma^'^  want  to  eliminate 
the  general  fund  support  for  this  program  and  allow  the  program  to  continue  on  fees 
charged  to  the  local  users,  if  they  are  willing  to  support  the  program.  This  will 
save  the  general  fund  $65,000  a  year.  This  savings  could  be  carried  into  the  1989 
biennium . 

Approximately  $20,000  of  the  $65,000  budget  is  used  for  key  punching  the  raw 
date  into  the  system.  Starting  July  1,  1986,  local  agencies  will  have  the  capability  to 
input  the  raw  data  into  the  system,  as  the  MUCR  System  is  being  tied  to  the  existing 
Criminal  Justice  Reporting  Network,  which  most  local  law  enforcement  agencies  already 
have  in  place.  This  will  save  $20,000  of  general  fund  in  fiscal  1987  and  the  legisla- 
ture could  consider  retaining  the  program  but  reducing  the  1987  budget  by  $20,000. 

Option  A:       Reduce  the  MUCR  system  by  $65,000  and  require  the  users  to  support 
the  system  if  they  desire  to  maintain  it. 

Option  B :      Reduce  the  key  punch  budget  by  $20,000. 

Option  C :       Take  no  action. 

ISSUE   3:      2   PERCENT   CUTS 

The  MBCC  budget  was  reduced  by  $9,987  for  the  2  percent  cuts  in  fiscal  1986. 
The  cuts  included  vacancy  savings,  travel  and  other  operating  expenses.  A  2 
percent  cut  in  fiscal  1987  would  total  $10,074.  However,  if  the  legislature  maximizes 
the  reductions  in  Issues  1  and  2,  $2,271  of  the  2  percent  cuts  will  already  be  made. 
Therefore,  only  $7,803  would  be  unduplicated  cuts  for  fiscal  1987.  Table  4  shows  the 
application  of  2   percent  cuts  in  fiscal  1987. 
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Table  4 

Application  of  2   Percent  Cuts  to  Fiscal  1987 

Montana  Board  of  Crime  Control 


Expenditures 

Personal  Services 
Operating 

TOTAL 


Fiscal  1987 

2%   Cuts 

$418,879 

-0- 

167,297 

$10,074 

$586UZ6 

110^074 

Revised 
Fiscal  1987 

$418,879 
157.223 

1576^102 


Funding 

General  Fund 
Federal  Fund 

TOTAL 


$503,676 
82,500 

1586^.176 


$10,074 
-0- 

$10^074 


$493,602 
82,500 

$576^102 


Option  A:       Reduce  the  fiscal  1987   general  fund  by  $10,074. 
Option  B:       Reduce  the  fiscal  1987  general  fund  by  $7,803. 
Option  C :      Take  no  action. 
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Budget   Items 

F.T.E. 

Personal  Service 
Operating  Expense 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


House  Bill  500 


798.47 

$16,212,097 

4,317,507 

182,609 

$20,712,213 
160,000 

$20^872^213 


Fiscal  1987  

Governor's  Budget 

777.97 

$15,765,097 

3,855,888 

162,773 

$19,783,758 
160,000 

$19^943^758 


Difference 

20.5 

$447,000 

461,619 

19,836 

$928,455 
-0- 

$928^455 


General  Fund 
State  Special 
Federal  Revenue 
Proprietary 

Total  Funding 


$17,763,739 

915,168 

1,541,867 

651,439 

$20^872^213 


$16,913,614 

$850,125 

869,410 

45,758 

1,541,867 

-0- 

618,867 

32,572 

$19^943^758 


$928^455 


ISSUES   IN   GOVERNOR'S   BUDGET Fiscal  1987 


General  Fund 


Gov.    1.      5   Percent  Cut 

A.  Director's  Office 

B.  Centralized  Services 

C.  Research  and  Information 

D.  Legal 

E.  Income  Tax 

F.  Natural  Resource  and  Corporation  Tax 

G.  Property  Assessment 
H .    Miscellaneous  Tax 

I.   Motor  Fuels 
Subtotal 
Adjustment 

Total  Executive  Reduction 


A 


$(847,770) 

(2,355) 

$1850^1251 


Other  Funds 


$  (29,700) 

$  -0- 

(54,400) 

-0- 

(44,900) 

-0- 

(12,628) 

(32,572) 

(139,700) 

-0- 

(29,000) 

-0- 

(478,080) 

-0- 

(59,362) 

(8,838) 

-0- 

,   (36,920) 

$(78,330) 

-0- 
IIIOSOl 


Gov.    2.      Liquor  System   Reduction 


N/A 


N/A 


Documentation    supplied    by    Ihe    department    does    not    equal    the    5    percent    general 
fund  reduction  in  the  executive  budget. 


ISSUE   GOV.    1:      5   PERCENT   CUT 


The  5  percent  cuts  are  discussed  by  program. 
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Director's  Office  —  $29,700 
Vacancy    savings    will    be    generated    by    continuing    to    leave    a    .5    FTE    training 
officer  position  and  a  1.0   FTE   secretary  position   vacant   for  the  entire  fiscal  year  and 
reducing    operating    expenses    paid    to    Department    of    Administration    proprietary    fund 
accounts. 

Centralized  Services  —  $54,400 
Vacancy  savings  will  be  generated  by  holding  a   1.0   FTE   accounting  position  and 
a    1.0    FTE    payroll    specialist    position    vacant    for    the    entire    fiscal    year    and    reducing 
operating  expenses  paid  to  Department  of  Administration  proprietary  fund  accounts. 

Research  and  Information  —  $44,900 
Vacancy  savings  will  be  generated  by  eliminating  1  FTE  and  reducing  operating 
expenses  paid  to  Department  of  Administration  proprietary  fund  accounts.  This 
position  performs  administrative  and  computer  operating  functions  which  can  be 
reassigned  to  other  division  staff  functions  without  major  disruption  in  the  Operations 
Bureau. 

Legal  —  $45,200 
Reductions  will  be  achieved  by  forcing  vacancy  savings  and /or  eliminating  po- 
sitions in  all  areas  of  the  division.  As  positions  become  vacant  they  will  be  left 
unfilled  longer  than  normal  or  permanently  in  order  to  generate  a  $40,300  savings. 
An  additional  $4,900  will  be  obtained  through  expenditure  reductions  paid  to 
Department  of  Administration  proprietary  fund  accounts. 

Income  Tax  —  $139.700 
Contracted  services  can  be  substantially  reduced  as  a  result  of  lower  than  antic- 
ipated  computer  processing  rates,    efficiencies   gained   due   to  the  impleiiiontntion   of  the 
Short   Ft)rm   Heturn,    and   38   percent   fewer  refund   notifications   than  originally  project- 
ed.     The   reiiiaining  reductions  will  come  as  a   result  of  reducing  administrative  travel, 
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eliminating^  equipment  purchases,    and  reducing  operating  expenses  paid  to  Department 
of  Administration  proprietary  fund  accounts. 

Natural  Resource  and  Corporation  Tax  —  $29,000 
The  reductions  proposed  are  primarily  in  audit  travel  with  $4,000  in  expenditure 
reductions  to  proprietary  fund  accounts.      The  department   says  it  is  possible  to  make 
these  reductions  by: 

-  increasing  efforts  to  prioritize  all  audits  and  conduct  only  those  audits  in 
fiscal  1987  which  have  the  highest  priority, 

-  obtaining  statute  waivers  to  extend  the  statute  of  limitations  on  tax  audits, 
conducting  as  much   audit  work  as  possible  in  the  office,    and 

-  reducing  or  eliminating  administrative  travel. 

Travel  expenses  can  be  reduced  by  $25,000  and  still  remain  at  the  fiscal  1986 
level  of  audit  activity. 

Property  Assessment  —  $478,080 

Vacancy  savings  of  $214,400  will  be  generated  by  eliminating  15  county  FTE  po- 
sitions. This  reduction  will  be  made  possible  through  reorganization  at  the  county 
level  which  will  reduce  duplication  of  effort  between  the  assessors  and  appraisers'  of- 
fices. 

The  remaining  $263,680  of  savings  will  be  generated  by  reducing  expenditure  to 
Department  of  Administration  proprietary  funds  and  significantly  reducing  data 
processing  expenditures  which  support  the  assessment  process. 

Miscellaneous  Tax  —  $68,200 
Vacancy     saAnngs     will     be     generated     by     redistributing     various     administrative 
functions   within   the   division,    holding  positions   vacant,    and   reducing  expenditures   to 
Department  of  Administration  proprietary  accounts. 
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Motor  Fuels  Tax  —  $36,920 
Vacancy  savings  will  be  generated  by  holding  1   FTE  field  audit  position  open  for 
the  entire  fiscal  year.     Additional  savings  are  generated  by  not  purchasing  a  new  ve- 
hicle   for    field    audit     staff,     reducing    audit    travel,     and    reducing    expenditures    to 
Department  of  Administration  proprietary  accounts. 

ISSUE  GOV.  2:   LIQUOR  SYSTEM  REDUCTION 

The  executive  proposes  to  increase  profits  returned  to  the  general  fund  by  the 
Liquor  Division  through  reductions  in  operating  expenses.  The  proposal  would  close 
two  liquor  stores,  reduce  commissions  paid  to  agency  stores  from  the  current  10  per- 
cent to  8  percent,  and  revise  the  pricing  structure  for  liquor.  The  department 
estimates  the  total  increased  profits  to  be  $1,085,000. 

Two  stores  would  be  closed  saving  $129,000  in  fiscal  1987.  Reduced  com- 
missions would  effect  81  agency  stores  and  would  save  $156,000.  Revising  the  pricing 
structure  would  generate  $800,000. 
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Budget  Item 

FTE 

Personal  Service 
Operating  Expense 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal        % 

Change 

1984 

1985 

1986 

1987          FY85-FY87 

761.35 

759.97 

820.80 

798.47 

38.5 

$15,253,607 

$16,530,930 

$17,036,334 

$17,114,356 

3.5 

3,297,860 

3,397,859 

4,451,674 

4,317,508 

27.1 

628,703 

270,630 

555,512 

182,608 

(32.5) 

$19,180,170 

$20,199,419 

$22,043,520 

$21,614,472 

7.0 

111,119 

94,580 

155,000 

160,000 

69.2 

$19^291^289 

$20^293^|9§ 

$22^198^520 

$21^774^472 

-=U^= 

Fund  Source 

General  Fund                        $16,828,429  $17,818,180       $18,938,479     $18,553,923  4.1 

State  Special                                  781,567  788,513                971,858              950,103  20.5 

Federal  Revenue                      1,093,800  1,127,993            1,594,794          1,593,096  41.2 

Proprietary                                     587,493  559,313                693,389              677,350  21.1 

Total  Funds                       |12i2Mig||  ||giggaiiii       IIIiiMillE     IlklliiiZI  ==Li 

ISSUES Fiscal  1987 

General  Fund        Other  Funds 

1.  County  Assessor's  Salaries  $(1,861,000)  -0- 

2.  Travel  $(50,000)  -0- 

3.  Operating  Expenses  $(135,278)  -0- 

4.  2  Percent  Cuts 

Option   A.  $(371,076)  -0- 

Option   B.  $(331,698)  -0- 


The  Department  of  Revenue  administers  a  body  of  revenue  producing  statutes. 
Specifically,  it:  (1)  administers  tax  law  to  assure  that  each  taxpayer  pays  the  proper 
tax  due;  (2)  collects  taxes  and  debts  due  the  state;  (3)  administers  the  system  gov- 
erning the  sale  and  distribution  of  liquor  within  the  guidelines  set  by  the  legislature, 
providing  an  acceptable  level  of  service  to  the  public  while  maintaining  the  required 
degree  of  control;  (4)  enforces  the  obligation  of  parents  to  support  their  children; 
(5)     investigates    instances    of    welfare    and     medicaid     fraud    and    prepares    cases    for 
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prosecution    to   provide   a   maximum    deterrent    effect;    and    (6)    oversees   the    state-wide 
appraisal  of  real  property. 

FTE  increases  38.5  from  fiscal  1985  to  fiscal  1987.      Table  1   shows  the  increase  in 
FTE  by  program. 


Table 

1 

FTE  Increase 

by 

Program  Fiscal 

1985  to  Fiscal  1987 

1985 

1987 

Program 

FTE 

FTE 

Increase 

Directors  Office 

7.50 

7.50 

-0- 

Centralized  Services 

37.27 

37.27 

-0- 

Research   &   Information 

49.50 

51.50 

2.0 

Legal 

68.50 

81.50 

13.0 

Liquor 

0.00 

0.00 

-0- 

Income  Tax 

75.15 

95.15 

20.0 

Natural  Resources   &   Corp. 

Tax 

31.66 

37.66 

6.0 

Miscellaneous  Tax 

19.32 

19.32 

-0- 

Motor  Fuel  Tax 

29.67 

27.17 

(2.5) 

Property  Assessment 

441.40 
759.97 

441.40 
798^47 

-0- 

Total  Agency 

38^5_ 

The  Research  and  Information  Program  received  two  data  entry  positions  to  pro- 
cess state  tax  returns  and  property  appraisal  forms. 

Thirteen  FTE  were  added  to  the  Child  Support  Enforcement  Bureau  in  the  legal 
program  to  provide  staff  to  meet  the  requirements  of  federal  legislation.  The  total 
cost  of  these  FTE  in  fiscal  1987  is  $279,556,  split  70  percent  federal  funds  and  30 
percent  general  fund.  In  August  1984,  HR  4325,  the  "Child  Support  Enforcement 
Amendments  of  1984"  was  passed  by  Congress.     This  bill: 

1 .  Mandates  program  activity  in   child   and   spousal   support   areas   regardless  of 
public  assistance  receipt. 

2 .  Places    the    responsibility    for    interstate    enforcement    on    the    Child    Support 
Enforcement  Program    (CSEP). 

3.  Requires  the  use  of  several  new  tools: 

a.  mandatory  wage  assignments  for  in-  and  out-of-state  obligors, 

b.  state  tax  offsets  for  in-  and  out-of-state  applicants. 
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c.  federal    tax    offsets    for    all    applicants    who    have    a    Montana    order    or 
where   the  custodial   parent  is   receiving  assistance  in   Montana, 

d.  expedites   processes   to   establish   support   orders    for  in   and  out-of-state 
orders. 

These  requirements  will  result  in  a  substantial  caseload  increase  for  the  Montana 
Child  Support  Enforcement  Program.  Estimates  of  the  increased  caseload  are  based  on 
current  caseload  figures,  increased  use  of  a  more  effective  and  efficient  collection 
system,   and  experiences  of  other  states. 

Income  tax  program  staff  increases  of  20.0  FTE  included  the  following: 

1.  5.5  FTE  systems  development  positions  were  added  to  develop  a  system  for 
cross-matching  of  W-2's.  The  department  estimated  state  revenue  col- 
lections will  increase  $1  million  in  fiscal  1987  and  $5.8  million  by  fiscal  1988 
as  a  result  of  this  program. 

2.  6.0  FTE  were  added  to  the  audit  staff.  The  department  estimated  the  in- 
creased staff  can  generate  $3.8  million  in  additional  revenue  in  the  1987  bi- 
ennium. 

3.  8.5  FTE  were  added  to  the  collection  staff.  The  department  estimated  that 
$4.8  million  in  additional  revenue  will  be  collected  in  the  1987  biennium  from 
this  staff. 

The  Natural  Resources  and  Corporation  tax  added  the  following: 

1 .  Two  additional  auditors  to  expand  the  audit  program  to  include  more 
companies  and  to  cover  the  additional  workload  created  by  new  legislation 
relating  to  windfall  profit  adjustments.  It  is  anticipated  that  the  auditors 
will  collect  $1.3  million  in  revenue  each  year  of  the  biennium. 

2.  One  royalties  auditor  for  the  Department  of  State  Lands.  It  is  anticipated 
that  the  audit  would  return  a  minimum  of  $600,000  to  the  school  foundation 
fund  each  year. 

3.  Three  federal  mineral  royalty  auditors.  It  is  anticipated  that  collections 
from  the  three  auditors  will  be  $500,000  each  year  of  the  biennium.  The 
school  equalization  account  receives  62.5  percent  and  the  highway  state 
special  revenue  account  receives  37.5  percent  of  the  funds  received  by  the 
state  from  these  audits. 

The  1983  legislature  added  3.5  FTE  in  fiscal  1985  above  current  level  in  the  mo- 
tor fuels  tax  program  in  anticipation  of  increased  workload.  Since  the  workload  did 
not  increase  as  anticipated,    2.5   FTE  wore  deleted  for  the  1987  biennium. 

The  general  fund  shows  an  increase  of  $735,743,  or  4.1  percent  between  fiscal 
1985  and  1987.  In  addition  to  the  pay  plan  and  inflation,  major  additions  to  the  gen- 
eral fund  include  the  following. 
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1.  In  the  Income  Tax  Division,  $38,700  for  postage  and  $62,500  for  printing 
were  added  to  allow  the  division  to  comply  with  federal  law  concerning  the 
preparing  and  mailing  of  information  returns  to  taxpayers  who  receive  state 
refunds. 

2.  Travel  increases  $44,000  for  an  anticipated  increase  in  audit  travel  in  the 
Natural  Resource  and  Corporation  Tax  Division. 

3.  Computer  processing  was  increased  $23,670  for  the  net  and  gross  proceeds 
computer  system  in  the  Natural  Resource  and  Corporation  Tax  Division. 

4.  Dues  to  the  Multistate  Tax  Commission  increased  by  approximately  $22,000 
in  the  Natural  Resource  and  Corporation  Tax  Division. 

5.  Operating  expenses  in  the  Property  Assessment  Division  increase  $321,000, 
primarily  as  a  result  of  anticipated  appeals  of  property  valuations  and  start 
up  costs  for  the  next  appraisal  cycle. 

Decreases  in  the  general  fund  consist  of  the  following. 

1.  Personal  services  decrease  by  $1,026,000  in  the  Property  Assessment  Divi- 
sion before  the  pay  plan  is  added  due  to  a  decrease  in  county  assessor  sal- 
aries of  $326,100,  a  difference  in  vacancy  savings  of  approximately 
$698,000,    and  a  reduction  in  outside  legal  counsel. 

2.  Legal  fees  in  the  Director's  Office  decrease  by  $14,100. 

3.  Equipment  in  the  Research  and  Information  Program  was  decreased  by 
$35,120. 

4.  Equipment  in  the  Property  Assessment  Division  was  decreased  by  $110,439. 

The    state    special    revenue    fund    increases    $161,590,     or    20.5    percent.      Major 
increases  are  as  follows. 

1.  Director's  Office  was  increased  $25,700  for  increased  administrative  support 
of  the  Motor  Fuels  Tax  Division. 

2.  Natural  resources  and  corporation  tax  increased  $38,500  for  one  FTE  roy- 
alties tax  auditor. 

3.  Motor  fuels  tax  increased  by  $64,700.  Personal  services  increase  $25,552 
over  the  1985  expenditures,  because  of  vacancy  savings  in  fiscal  1985.  The 
legislature  added  $30,000  for  data  processing  fees  of  the  fuel  tax  collection 
system,  which  will  be  automated  by  fiscal  1987.  Equipment  expenditure 
increases  by  $9,100  due  to  the  authorization  of  a  new  car  in  fiscal  1987. 

4.  The  pay  plan  added  $34,935  in  fiscal  1987. 

Federal   special   revenue  increased  by   $465,103,    or   41.2   percent.    Major  increases 
are  as  follows. 

1.  The  pay  plan  of  $51,299  was  added. 

2.  Natural  Resource  and  Corporation  Tax  Division  increased  $117,141  for  two 
federal  mineral  royalty  auditors. 
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3.  The  Legal  Division  increased  a  total  of  $322,582,  Thirteen  FTE  were  added 
at  a  cost  of  $195,689,  non  operating  costs  increased  $60,228,  and  other  op- 
erating costs  increased  by  approximately  $57,600. 

4.  The  Research  and  Information  Division  decreased  $24,850,  as  programming 
was  completed  on  the  new  child  support  data  processing  system. 

The  proprietary  fund  increased  $118,037,  or  21.1  percent.  The  major  change 
was  the  Legal  Division  increase  of  $118,321  for  increased  efforts  in  liquor  license 
investigations  and  liquor  law  enforcement. 

ISSUE   1:      ASSESSOR'S   SALARIES 

The  Property  Assessment  Division  is  responsible  for  the  evaluation  of  real  and 
personal  property  for  the  purpose  of  taxation.  In  fiscal  1987,  the  division  was  au- 
thorized 441.4  FTE  and  $10,315,236  of  general  fund  to  perform  its  functions.  Includ- 
ed in  the  appropriation  is  $1,861,000  for  55  county  assessor's  salaries  and  54  deputy 
county  assessor's  salaries.  The  balance  of  the  $8,454,236  funds  the  costs  of  those 
appraisal  responsibilities  required  of  the  department  by  Montana  statute.  Generally, 
those  costs  are:  1)  county  appraisal  staff  and  operating  expenses,  2)  operating 
expenses  and  equipment  for  assessor  offices,  3)  staff  and  operating  expenses  for 
centrally  assessed  property,  and  4)  administrative  staff  to  supervise  property  ap- 
praisal. 

County  assessors  and  their  deputies  are  not  state  employees.  Section 
7-4-2203 (l)(i),  MCA,  states  that  county  assessors  are  officers  of  the  county  who  may 
be  elected  or  appointed.  The  county  governing  bodies  fix  the  county  assessors'  and 
deputy  assessors'  salaries  (Section  7-4-2504,  and  7-4-2505,  MCA).  Section  7-4-2401, 
MCA,   gives  county  assessors  the  right  to  appoint  deputy  assessors. 

Section   15-8-102,    MCA,    states  in  part; 

.  .  .  The  county  assessors  of  the  various  counties  of  the  state  are  agents 
of  the  Department  of  Revenue  for  the  purpose  of  locating  and  providing  the 
department  a  description  of  all  taxable  property  within  the  county,  together 
with  other  pertinent  information,  and  for  the  purpose  of  performing  such 
other   administrative    duties   as   are  required   for   placing  taxable  property   on 
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the  assessment   rolls.      The  assessors   shall  perform   such  other   duties   as  are 
required  by  law,    not  in   conflict  with  the  provisions  of  this  subsection. 

Althoug'h  county  assessors  are  agents  of  the  state  for  certain  functions,  they 
perform  those  functions  under  the  guidelines  of  state  law  and  not  the  supervision  of 
the  Department  of  Revenue.  In  an  informal  opinion  dated  November  26,  1985,  the 
Attorney  General,  in  response  to  a  question  asking  whether  counties  are  required  to 
fund  that  portion  of  the  county  assessor's  salary  which  the  state  does  not  fund, 
stated  that,  "The  state  statutes  and  constitution  are  silent  as  to  which  governmental 
entity  is  to  fund  assessors'  salaries."  He  also  stated  that  "There  is  no  legal 
requirement  that  the  state  fund  the  salaries  of  county  assessors,  even  though  the 
assessors  act  as  state  agents  for  certain  purposes." 

Table  2  shows  those  entities  that  benefit  from  the  Property  Assessment  Division 
efforts  and  the  property  taxes  billed  for  public  service  by  those  entities  in  fiscal 
1986. 


Table  2 

*Property  Taxes  Billed  for  Public  Services  by 

Government  Entity  in  Fiscal   1986 

Government  Entity                                  Property  Taxes  Billed  Percent  of  Total 

State  Property  Taxes                                   $   16,272,324  2.9 

County  Purpose  Taxes                                   122,882,468  21.5 

City  and  Town  Taxes                                       69,932,784  12.2 

Public  School  Taxes                                        331,390,490  57.9 

Miscellaneous  (Counties  and  Cities)          31,568,871  5.5 

Total                                                          1572^046^937  100.._0_ 


*Source  -  Montana  Tax  Foundation,    Inc.,   Montana  Taxation  1986 

The  state  receives  2.9  percent  of  all  property  taxes  billed.  In  fiscal  1986,  the 
university  levy  accounted  for  $14,205,641  of  the  total  and  the  livestock  levy  account- 
ed for  the  balance  of  $2,066,683. 
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There  is  no  legal  requirement  that  the  state  fund  the  salaries  of  county  asses- 
sors, even  though  the  assessors  act  as  state  agents  for  certain  purposes.  County 
assessors  and  their  deputies  are  officers  of  the  county,  not  state  employees,  and  are 
not  supervised  by  the  Department  of  Revenue,  The  major  benefits  of  property  ap- 
praisal accrue  to  schools,  counties,  and  cities.  The  legislature  may  want  to  reduce 
the  personal  service  of  the  Property  Assessment  Division  by  $1,861,000. 

Option  A:       Reduce  personal  services  for  a  general  fund  savings  of  $1,861,000. 

Option  B :       Take  no  action. 

ISSUE   2:      TRAVEL 

The  Natural  Resources  and  Tax  Division  has  a  general  fund  appropriation  for 
travel  of  $173,267.  Table  3  shows  the  legislative  authorized  general  fund  travel  bud- 
get for  the  division  for  fiscal  1983  through  fiscal  1987. 


Table  3 
Natural  Resources  and  Corporation  General  Fund  Travel  Budget 

Fiscal  1983  through   1987 


Budget 
Expenditures 

Balance 


Fiscal 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1983 

1984 

1985 

1986 

1987 

$109,603 

$165,216 

$238,344 

$170,000 
120,290 

$173,267 

83,826 

123,785 

190,690 

unknown 

$_25^777 

$_41xi31 

$_ilj.654 

$_i9^I10 

unknpjvn 

$     1^685 

$-25^071 

$-10^397 

unknown 

USkHP-Wn 

Projected  at  current  rate  of  expenditure. 


In  the  1983  session  the  legislature  granted  the  division  an  increase  of  $47,000 
over  current  level  for  out-of-state  travel  for  an  anticipated  increase  in  audit  activity 
out-of-state.  The  1985  legislature  granted  an  increase  of  $31,828  for  the  same  reason 
for  fiscal  1986  and  fiscal  1987.  Anticipated  expenditures  have  not  materialized  from 
fiscal    1983    to   fiscal    1985.      However,    the   division   has   not   reverted    the   excess   travel 
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funds.  Out  of  the  excess  travel  funds  of  $114,862  from  fiscal  1983  through  fiscal 
1985  only  $37,153,  or  32  percent,  has  been  reverted.  To  ensure  that  the  funds  are 
used  only  for  the  intended  purpose,  the  legislature  may  want  to  reduce  the  travel 
budget  by  $50,000.  This  would  leave  a  travel  budget  that  is  representative  of  prior 
years  expenditures. 

Option  A :       Reduce  the  travel  budget  by  $50,000  in  general  fund. 

Option   B :       Line  item  the  travel  budget. 

Option  C :      Take  no  action. 

ISSUE   3:      OPERATING   EXPENSES 

The  1985  legislature  granted  the  Income  Tax  Division  operating  expenses  above 
current  level  for  data  processing  and  for  postage  for  mailing  out  information  returns 
to  those  taxpayers  receiving  state  refunds.  The  increase  in  postage  was  given  to 
comply  with  federal  law  requiring  such  returns.  Table  4  shows  the  categories  in 
which  increases  were  granted. 


Table  4 

Increases  in  Operating  Expenses  -  Income  Tax  Division 

Fiscal  1986  and   1987 


Data  Processing 

Category 

riscai    lyoo 

Postage 

Total 

Current  Level   ^ 
FY  86   Increase 

$161,835 
94,057 

$91,013 
43,600 

$252,848 
137,657 

Total  Budget  FY 

1986 

|255^|9| 

$161,835 
133,657 

X7i  r^^n'i       1   QQ7 

i390^505 

Current  Level  - 
FY  87   Increase 

rlSCal    Ivo  1 

$  91,013 
43,600 

$252,848 
177,257 

Total  Budget  FY 

1987 
inflation 

$295^492 

$134^613 

$430^105 

Does  not  include 
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Table  5   shows  projected  expenditures  and  the  remaining  balance  for  the  two  cat- 
egories for  fiscal   1986. 


Table  5 

Projected  Expenditures  and  Balances 

Fiscal  1986 


Category 

Budget 

Projected  Expenditure 

Balance 


Data  Processing 

$255,892 
164,230 

i_91^662 


Postage 

$134,613 
130,597 

$__4^016 


Total 

$390,505 
294,827 

$-95^678 


The  budget  appropriation  for  the  two  categories  (table  4)  in  fiscal  1987  is 
$430,105  net  of  inflation.  If  fiscal  1987  expenditures  are  held  at  the  1986  level  of 
$294,827,    the  appropriation  of  $430,105   could  be  reduced  by  $135,278. 

Option  A:      Reduce  the  general  fund  by  $135,278. 

Option  B  :      Take  no  action. 

ISSUE   4:      2   PERCENT   CUTS 

In  response  to  the  Governor's  request  for  2  percent  cuts  in  fiscal  1986,  the 
department  reduced  its  general  fund  budget  by  $387,135.  Personal  services  were 
reduced  by  $135,800  and  operating  expenses  by  $251,335.  Operating  expense 
reductions  included:  1)  travel  of  $48,300,  2)  contract  services  of  $193,035,  and  3) 
supply  and  materials  of  $10,000.  A  similar  2  percent  reduction  in  fiscal  1987  would 
total  $371,076,    as  shown  in  table  6. 
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Table 
Application  of  2  Percent 

6 
Cuts 

to  Fiscal  1987 

Expenditures 

Fiscal  1987 

2%  Cuts 

Revised 
Fiscal  1987 

Personal  Service 
Operating-  Expense 

$17,114,356 
4,500,116 

$130,248 
240,828 

$16,984,108 
4,259,288 

Total 

||li&li^|7| 

1371,076 

$21^243^396 

Funding 

General  Fund 
State  Special 
Federal   &   Other 

$18,553,923 

950,103 

2,110,446 

$371,076 
-0- 
-0- 

$18,182,847 

950,103 

2,110,446 

Total 

i2U614^472 

$371^076 

1^1^243^396 

Option  A  : 

Reduce 

the 

fiscal  1987   general 

fund 

by  $371,076. 

Option  B  : 

Reduce 

the 

fiscal  1987   general 

fund 

by  $331,698. 

Option  C: 

Take  no  action. 
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TTic-oqI     1  Qfi7 

Budget  Items 

House  Bill  500 

Governor's  Budget 

Difference 

F.T.E. 

392.59 

392.59 

0.00 

Personal  Service 

$   9,861,163 

$   9,766,055 

$        95,108 

Operating  Expense 

21,288,827 

20,163,463 

1,125,364 

Equipment 

1,904,660 

1,734,380 

170,280 

Totail  Operating  Costs 

$33,054,650 

$31,663,898 

$1,390,752 

Non-Operating  Costs 

2,483,471 

2,475,698 

7,773 

Total  Expenditures 

135^538^121 

134^139^596 

lUMiiill 

General  Fund 

$   3,849,255 

$  3,656,792 

$      192,463 

State  Special 

896,319 

882,821 

13,498 

Capital  Projects  Fund 

589,578 

589,578 

-0- 

Proprietary 

30,202,969 

29,010,405 

1,192,564 

Total  Funding 

$35^538^121 

$31,139^596 

$1^398^525 

ISSUES   IN    GOVERNOR'S   BUDGET 

_________  Fiscal 

1987 

General  Fund 

Other  Funds 

Gov,    1.      5   Percent  Cut 

A.    Central  Administration 

$   (1,213) 

$         -0- 

B.    Accounting 

(42,246) 

-0- 

C .   Architecture 

&   Engineering 

-0- 

13.329 

D.    Publications 

&   Graphics 

-0- 

(168,912) 

E.    Information  Systems 

-0- 

(567,838) 

F.   General  Services 

(45,784) 

(96,028) 

G.   Central  Stores 

-0- 

(162,387) 

H.   Purchasing 

(65,643) 

-0- 

I.   Central  Services/Treasury 

(1,444) 

(1,381) 

J.   Investments 

-0- 

(41,200) 

K.    State  Person 

nel 

(21,358) 

(14,368) 

L.    Tort  Claims 

-0- 

(140,450) 

M.   Passenger  T 

ramway 

-0- 

(988) 

N.   Workers'  Compensation  Judge 

-0- 

(25,839) 

O.    State  Tax  Appeal  Board 

(14.775) 

-0- 

ISSUE   GOV.    1:      5   PERCENT   CUT 

The  general  fund  was  reduced  $192,463,  or  5  percent.  The  budget  documents 
supplied  by  the  department  listed  what  categories  would  be  cut,  but  specific 
information    as   to   what   items   in   the   budget   category   would   be   cut   or   the   affect   the 
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( 
reductions  would  have  on  the  department  was  not  provided.      General  fund  reductions 

were  in  the  following  programs: 

1.  Central  Administration  -  $1,213  travel. 

2.  Accounting  -   $41,018  of  contract  services  for  data  processing  and  $1,228  of 

travel. 

3.  General  Services  -   $44,385   of  operating  expenses  and  $1,399  of  transfers  to 

fish,    wildlife  and  parks  for  grounds  maintenance. 

4.  Purchasing  -  $39,868  of  personal  services  and  $25,775  of  operating  ex- 

penses. 

5.  Central  Services/Treasury  -  $1,444  of  operating  expenses. 

6.  Personnel  -  $8,536  of  personal  services  and  $12,822  of  operating  expenses. 

7.  State  Tax  Appeal  Board  -  $5,775  of  personal  services  and  $9,000  of  contract 

services. 

Other  funds  were  reduced  a  total  of  $1,206,062.  Included  in  this  total,  how- 
ever, is  a  request  to  increase  the  authority  in  the  Architecture  and  I'ngineering  Divi- 
sion by  $13,329,  consisting  of  an  increase  of  $24,153  in  personal  services  and  a 
reduction  of  $10,824  in  operating  expenses.  This  request  is  to  fund  a  position 
transferred  from  the  Purchasing  Division.  The  general  fund  in  the  Purchasing 
Division  was  reduced  by  $39,868  for  this  transfer. 

Other  fund  reductions  consist  of  the  following: 

1.  Publications  and  Graphics  -  $162,784  goods  purchased  for  resale  and  $6,128 

equipment. 

2.  Information  Services  -  $44,000  contract  services,   $338,710  communications, 

$25,000  goods  purchased  for  resale,   and  $160,128  equipment. 

3.  General  Services  -  $14,143  personal  services,   $75,511  operating  expenses 

and   $6,334  transfer  to  fish,    wildlife  and  parks  for  grounds 
maintenance. 

4.  Central  Store  -  $26,872  operating  expenses  and  $135,515   goods  pur- 

chased for  resale. 

5.  Central  Services /Treasury  -  $1,381  operating  expenses. 

6.  Investments  -  $41,200  personal  services. 

7.  Personnel  -  $14,368  operating  expenses. 

8.  Tort  Claims  -  $140,450  contract  services. 

9.  Passenger  Tramway  Safety  -  $988  contract  services. 

10.        Workers     Compensation     Judge     -     $9,739     personal     services     and     $16,100 
operating  expenses. 
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Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

% 

Change 

Budget  Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

407,84 

384.59 

386.34 

392.59 

8.0 

Personal  Service 

$   9,450,735 

$   9,493,399 

$   9.930,587 

$10,339,066 

8.9 

Operating  Expenae 

12,658,643 

14,683,257 

19,912,103 

21,084,048 

43.6 

Equipment 

1,377,134 

1,915,502 

2,328,316 

2,112,671 

10.3 

Total  Operating  Costs 

$23,486,512 

$26,092,158 

$32,171,006 

$33,535,785 

28.5 

Non-Operating  Costs 

1,561,622 

1,998,388 

2,470,018 

2,483,471 

24.3 

Total  Expenditures 

$25^048^134 

$28^090^546 

$34^P1^024 

$36^019^256 

21=1 

Fund  Source 

General  Fund                        $  4,032,020  $  4,280,236  $   3,875,449  $   3,976,419  (7.1) 

State  Special                              1,561,053  777,702  897,523  927,263  19.2 

Other  Funds /Appropriated        49,996  548,343  584,220  589,578  7.5 

Proprietary                               19,405,065  22,484,265  29,283,832  30,525,996  35.8 

Total  Funds  IliiQMilM    HiiMfliMi    iMAil^ggi  iMiiiiilii  11=2= 

ISSUES Fiscal  1987 

General  Fund        Other  Funds 

1.  Funding  Switch  $(387,841)  $387,841 

2.  GAAP  Reporting  $(60,930)  $60,930 

3.  2  Percent   Reduction 

Option   A.  $(79,528)  -0- 

Option  B.  $(70,553)  -0- 


The  Department  of  Administration  provides  services  to  state  agencies  in  the  ar- 
eas of  accounting,  financial  reporting,  insurance,  communications,  data  processing, 
personnel  management  and  labor  relations,  purchasing,  printing,  mail  and  messenger 
services,  and  records  management.  The  department  also  administers  the  Long-Range 
Building  Program,  State  Employees  Group  Benefits  Program,  and  various  retirement 
programs. 
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Functions  attached  to  the  department  for  administrative  purposes  include  the 
Board  of  Examiners,  State  Tax  Appeals  Board,  Workers'  Compensation  Court,  Board 
of  Investments,  Public  Employees  Retirement  System,  and  Teachers'  Retirement  Sys- 
tem. 

FTE  increase  by  8.0.  Table  1  shows  the  increases  and  decreases  in  FTE  and 
the  divisions  involved. 

Table  1 
FTE  Increases  and  Decreases  by  Division 


Division 

Architecture  and  Engineering 
Publications  and  Graphics 
Information   Services 
General  Services 
Property  and  Supply 
Communications 
Tort  Claims 
Personnel 

Total 


A  1.0  FTE  secretary  was  added  to  the  Architecture  and  Engineering  Division  to 
assist  with  an  increase  in  workload.  A  1.0  FTE  printing  coordinator  was  added  to 
the  Publications  and  Graphics  Di\'ision  to  monitor  printing  by  private  contractors.  A 
1.0  FTE  computer  operator  was  deleted  from  the  Information  Services  Division,  as  the 
Department  of  Justice  now  provides  computer  operators  for  the  computer  at  the  armo- 
ry. General  services  added  a  .50  FTE  architect  and  a  .50  FTE  maintenance  worker  to 
help  in  the  design  of  remodeling  projects  ifor  the  new  Department  of  Natural  Re- 
sources and  Conservation  building.  Property  and  supply  added  4.5  FTE  to  handle 
anticipated  growth  in  the  use  of  the  bureau's  goods  and  services  by  state  agencies. 
Communications  added  a  1.0  FTE  telecommunications  analyst  to  provide  technical  sup- 
port   for    the    state's    telephone    network.       The    Tort    Claims    Division    added    1.0    FTE 


A-90 


FTE 

FTE 

Increase 

1985 

1987 

(Decrease) 

14.50 

15.50 

1.0 

30.75 

31.75 

1.0 

121.45 

120.45 

(1.0) 

49,25 

50.25 

1.0 

12.50 

17.00 

4.5 

15.39 

16.39 

1.0 

7.00 

9.00 

2.0 

39.00 

37.50 

(1.5) 

289^84 

297^84 

=iifi= 
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attorney  and  1.0  FTE  secretary  to  help  with  outstanding  lawsuits  and  claims  against 
the  state.  Personnel  deleted  a  1.0  FTE  word  processing  operator  and  a  .50  FTE  per- 
sonnel specialist. 

The  general  fund  decreases  $303,817,  or  7.1  percent.  The  major  decreases  con- 
sist of:  1)  deleting  2.5  FTE,  saving  approximately  $65,700;  2)  reducing  computer 
costs  in  the  accounting  division  by  approximately  $44,000;  3)  switching  one-half  of 
the  purchasing  division's  administrators  salary  to  the  proprietary  fund,  saving  ap- 
proximately $20,500;  4)  reducing  one  time  equipment  expenditures  in  the  purchasing 
division  by  $51,000;  5)  reducing  general  fund  support  of  the  General  Services  Divi- 
sion by  $92,500;  6)  reducing  general  fund  for  training  programs  by  $32,800;  7) 
reducing  general  fund  support  of  the  Tort  Claims  Division  by  $58,750;  8)  switching 
funding  for  the  passenger  tramway  safety  program  to  the  state  special  revenue  fund 
savings  $19,753,  and  9)  reducing  a  one  time  appropriation  to  "Vision  Quest"  by 
$64,000.      There  was  an  increase  in  general  fund  for  the  pay-plan  of  $127,164. 

The  state  special  revenue  fund  increased  by  $149,561,  or  19.2  percent.  Person- 
al services  in  the  Architecture  and  Engineering  Division  increased  by  $34,600,  due  to 
$18,600  in  vacancy  savings  in  fiscal  1985  and  $16,000  for  the  addition  of  1.0  FTE  sec- 
retary. Operating  expenses  in  the  Architecture  and  Engineering  Division  were  in- 
creased by  $8,713  for  legal  fees  to  pay  the  cost  of  an  attorney  who  devotes  one-third 
of  his  time  to  the  division.  Funding  of  $19,753  for  the  passenger  tramway  safety 
program  was  switched  from  the  general  fund  to  the  state  special  revenue  fund.  The 
Workers'  Compensation  court  was  increased  by  $64,000,  including  vacancy  savings  of 
$10,000  and  increased  operating  expenses  of  $38,700  for  additional  trial  and  pre-trial 
days.  Inflation  totals  $6,500.  The  pay  plan  added  $30,944  to  the  state  special  reve- 
nue fund  in  fiscal  1987. 

Other  funds  are  appropriated  to  the  Architecture  and  Engineering  and  General 
Services  Programs,  and  increase  by  $41,235,  or  7.5  percent.  The  Architecture  and 
Engineering  Division's  administrative  costs  are  funded  by  a  transfer  of  frnids  from  the 
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long  range  building  fund  to  the  state  special  revenue  fund.  Since  the  Architecture 
and  Engineering  program  received  an  increase  in  its  administrative  expenses,  there 
was  a  need  to  increase  the  transfer  from  the  long  range  building  fund  by  $32,335. 
The  General  Services  Division  is  funded  partly  by  the  capital  projects  fund  for 
repairs  to  buildings  in  the  capitol  area.  An  increase  in  that  fund  of  $8,900  was 
granted  in  fiscal  1987. 

The  proprietary   fund  increased  by  $8,041,731,   or   35.8  percent.      Increases   were 
as  follows: 

1)  $41,300  to  add  1.0   FTE  attorney  in  central  administration; 

2)  $2,098,000  for  pass  through  printing  to  private  printers  and  $150,000  for 
new  copiers  for  the  copier  pool  in  the  Publications  and  Graphics  program; 

3)  $934,000  for  new  equipment  in  the  Information   Ser\'ices  Program; 

4)  $212,220,  mainly  due  to  inflation  increases  for  utilities  of  $206,711  in  the 
General  Services  Program ; 

5)  $1,346,000  in  the  Property  and  Supply  Program.  Items  purchased  for  re- 
sale increased  by  $1,181,000  and  4.5  FTE  at  a  cost  of  $93,135,  new  equip- 
ment of  $60,000,   and  inflation  of  $10,900  were  added; 

6)  $227,000,  mainly  as  a  result  of  a  $218,000  inflationary  and  usage  increase 
for  postage,   in  the  Mail  and  Distribution   Program; 

7)  $1,756,000  in  the  Communications  Program.  Inflation  increased  by  $730,000, 
lease  participation  certificates  by  $428,000,  and  spending  authority  to  pay 
telephone  bills  for  the  university  system  by  $598,000; 

8)  $909,282  in  the  Tort  Claims  Division.  Two  FTE  at  a  cost  of  $63,282,  insur- 
ance premium  of  $200,000  to  cover  the  state  in  the  event  that  claims  paid  in 
one  year  would  exceed  $2  million,  and  payments  of  $646,000  for  outside  le- 
gal fees,   court  costs,    and  travel  costs  was  added;    and 

9)  $323,027   for  the  pay  plan. 
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ISSUE   1:      FUNDING    SWITCH 

Two  programs  in  the  Department  of  Administration  provide  services  primarily  to 
the  other  programs  within  the  department:  central  administration  supervises  and  co- 
ordinates the  activities  of  the  various  programs  and  the  financial  program  within  the 
Treasury  Centralized  Services  Di^asion  handles  the  central  budget  and  personnel 
functions  for  the  department. 

Central  administration's  staffing  consists  of  the  director  of  the  department,  1.0 
FTE  deputy  director,  2.0  FTE  staff  lawyers,  1.0  FTE  management  analyst,  1.0  FTE 
administrative  officer,  and  2.0  FTE  secretaries.  The  financial  program  staffing  con- 
sists of  1.0  FTE  administrator,  1.75  FTE  accounting  technicians,  2.0  FTE  accoun- 
tants, 1.0  FTE  personnel  officer,  1.0  FTE  personnel  specialist,  and  1.0  FTE  secre- 
tary.     Total  costs  for  the  two  programs  for  fiscal  1987  is   shown  in  table  2. 

Tabic  2 
Department  of  Administration  Central  Administration  and  Finance  Programs 

Fiscal  1987 


Category 

FTE 

Personal  Services 
Operating  Expense 
Equipment 

Total  Expenses 

General  Fund 
Proprietary  Fund 

Total  Funding 


Central 

Administration 

Finance 

Total 

8.0 

7.75 

15.75 

$264,352 

$214,632 

$478,984 

28,678 

28,049 

56,727 

-0- 

64 

64 

$293^030 

1242^.745 

lyi^ni 

$251,700 

$242,745 

$494,445 

41,330 

-0- 

41,330 

$293^MQ 

$242^745 

$535^111 

Except  for  one  attorney  position  in  central  administration,  funded  through  a  pro- 
prietary account,  all  operating  costs  of  both  pi'ograms  are  general  funded.  However, 
the    majority    of    the    operations    in    the    Department    of    Administration    are    funded    by 
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other  than   general  fund.      Table   3   details  the  funding  split  of  the  department  for  fis- 
cal 1987. 


Table  3 

Funding  Split   -   Department  of  Administration 

Fiscal  1987 


Fund  Budget  Percent  of  Total 

General  Fund  $  3,976,419                                     11.0 

State   Special  927,263                                       2.6 

Proprietary  30,525,996                                     84.8 

Other  589,578                                       1.6 

Total  Funding  $36^019^256                                   100^0 


The  Departments  of  Commerce,  Labor,  and  Health  charge  the  other  funds  within 
those  agencies  for  the  services  provided  by  central  administration  and  central  service 
programs.  Allocating  costs  of  central  administration  and  central  services  programs  to 
other  funds  provides  a  better  accounting  of  the  costs  associated  with  running  the  de- 
partment. 

There  are  two  ways  of  cliarging  expenses  associated  with  delivering  a  service; 
direct  and  indirect  costs.  Direct  costs  refer  to  those  costs  that  can  be  traced  to  a 
specific  unit  or  activity.  Indirect  costs  refer  to  those  costs  that  cannot  be  specifical- 
ly traced.  The  day  to  day  activities  of  the  central  administration  and  financial  pro- 
grams are  not  specifically  identified  as  to  what  other  programs  in  the  department  re- 
ceive the  services  provided.  Therefore,  the  best  approach  would  be  through  indirect 
costs.  The  Department  of  Commerce  charges  its  indirect  costs  based  on  the  personal 
services  budgets  of  the  other  programs  within  the  department. 

The  total  general  fund  budget  for  central  administration  ;ind  the  financial  bureau 
for  fiscal  1087  is  $494,445.  Ch»rj?;ing  the  other  programs  in  the  department  based  on 
personal  services  costs  would  result  in  the  cost  allocation  shown  in  table  4  on  the 
following  page. 
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Table  4 
Cost  Allocation  Central  Administration  and  Finaincial  Bureau 

Fiscal  1987 


Program 

Accounting 

Architecture  and  Engineering 

Publications  and  Graphics 

Information   Systems 

General  Services 

Property  and  Supply 

Purchasing 

Mail  and   Distribution 

Treasury 

Investments 

Communications 

Personnel 

Group  Benefits 

Training 

Tort   Claims 

Workers   Compensation 

State  Tax  Appeals  Board 

Total 


Allocation  of  Costs 


;  16,317 

22,745< 

37,083 

162,178 

54,389 

19,283 

20,272 

8,406 

10,383 

30,656 

24,228 

39,556 

6,922 

4,450 

14,833 

12,361 

10,383 


$494^445 


d.    &  irvv«,t 


vA-vev- 


9^ 


^ 


^ 


7 


Savings    would    occur    only    in    those    programs    not    funded    by    the    general    fund. 
Table  5   shows  the  general  fund  savings. 

Table  5 
General  Fund  Savings   Under  Cost  Allocation  Proposal 


Total  Costs  Allocated 

Less:      Allocation  to  General  Fund  Programs 

Accounting 

General  Services 

Purchasing 

Treasury  ' 

Personnel 

Group   Benefits 

Training 

State   Tax   Appeals   Board 


Total  General  Fund   Savings 


$494,445 


$16,317 

8,653 

19,283 

10,383 

39,556 

984 

1,045 

10,383 


106,604 
$387^841 
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Option  A:       Reduce  general  fund  by  $387,841  in  Central  Administration  and  Finan- 
cial Bureau  and  increase  the  other  funds  by  $387,841  in  the  other  pro- 
grams    within  the  department.      Total  general  fund  savings  is  $387,841. 

Option  B:       Take  no  action.      ^^^^       ©"fl^jt/iJ    f^eyf^-crd    <A  oXZc  CeJUj^^ 

ISSUE  2:      GAAP   REPORTING 

The  1981  legislature  authorized  the  upgrading  of  three  positions  in  the  Account- 
ing Division  to  help  implement  generally  accepted  accounting  principles  (GAAP)  on  a 
statewide  basis.  The  upgrades  were  authorized  to  enable  the  division  to  hire  qual- 
ified accountants  to  advise  state  agencies  on  proper  GAAP  accounting,  modify  the 
statewide  budgeting  and  accounting  system  to  GAAP,  and  prepare  the  state's  annual 
financial  report  in  accordance  with  GAAP.  The  Accounting  Division  stressed  that  the 
state  needed  to  be  in  compliance  with  GAAP,  as  bond  rating  firms  had  indicated  that 
states  not  in  compliance  with  GAAP  would  possibly  see  their  bond  ratings  lowered. 
The  state's  annual  financial  report  for  the  periods  ending  6/30/84  and  6/30/85  were 
prepared  in  accordance  v/ith  GAAP  and  were  issued  an  unqualified  audit  opinion  from 
the  Legislative  Auditor  utilizing  the  statev/ide  audit  concept. 

The  cost  of  GAAP  accounting  and  reporting  is  currently  paid  100  percent  by  the 
general  fund.  The  1985  legislature  determined  that  other  agencies  benefited  from  the 
statewide  audit  by  the  Legislative  Auditor  of  the  state's  financial  report  and  reduced 
the  general  fund  costs  of  the  audit  by  59  percent,  reallocating  those  costs  to  those 
benefiting  agencies.  The  legislators  may  want  to  treat  the  costs  associated  with 
GAAP  reporting  in  the  Accounting  Division  in  a  similar  fashion.  Table  6  on  the  fol- 
lowing page  shows  the  cost  of  GAAP  reporting  and  accounting  in  the  Accounting  Divi- 
sion. 
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Table  6 

Cost  of  GAAP  Reporting  and  Accounting 

for  Fiscal  1987 


FTE  3.0 

Personal  Services  $85,981 

Operating  Expenses  17,290 

Total  Cost  $103^271 


Applying  the  same  percentage  of  benefit  (59  percent)  to  the  GAAP  reporting  and 
accounting  function  as  the  legislature  did  to  the  statewide  audit  function  would  save 
the  general  fund  $60,930. 

The  other  funds  that  receive  the  benefit  are  not  currently  funded  for  the 
charges.  When  the  legislature  switched  the  funding  for  the  statewide  audit,  transfer 
authority  was  given  to  the  budget  office  which  allowed  an  increase  in  funds  other 
than  the  general  fund  to  help  pay  for  the  charges  of  the  statewide  audit.  The  legis- 
lature  would  have  to  grant  similar  transfer  authority  of  $60,930  to  those  agencies 
which  currently  do  not  have  appropriation  authority  to  pay  for  the  GAAP  reporting 
benefits.  The  language  would  read  as  follows:  The  item  shown  in  the  proprietary 
fund  column  is  appropriated  each  year  of  the  biennium  from  nongeneral  fund  sources 
which  the  Office  of  Budget  and  Program  Planning  shall  distribute,  for  the  sole 
purpose  of  paying  the  Department  of  Administration's  charges  for  the  Montana  Finan- 
cial Report,  to  those  agencies  who  derive  a  financial  benefit  from  having  the  Montana 
Financial  Report  on   GAAP. 

Option  A:  Reduce  the  general  fund  by  $60,930  and  increase  the  other  funds  by  a 
like  amount.  Include  language  requiring  the  Office  of  Budget  and 
Program  Planning  to  distribute  to  non-general  fund  sources  v/ho  derive 
a  benefit    from   the    Montana   Financial    Report    authority    to   pay   the    De- 


partment of  Administratis?"   r^bargffs^ 
Option  B :       Take  no  action. 
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ISSUE   3:      2   PERCENT   REDUCTION 

In  response  to  the  Governor's  request  for  a  2  percent  reduction  in  the  general 
fund,  the  department  reduced  personal  services  by  $16,062  and  operating  expenses 
by  $63,029.  The  Accounting  Division  reduced  contract  services  by  $16,000  and  sup- 
plies and  materials  by  $970.  General  Services  Division  reduced  transfers  to  Fish, 
Wildlife,  and  Parks  by  $3,028,  supplies  and  materials  by  $5,790,  rent  by  $1,240,  and 
repair  and  maintenance  by  $14,324,  The  Purchasing  Division  reduced  contract  ser- 
vices by  $10,413.  Central  Services /Treasury  Division  reduced  supplies  and  materials 
by  $3,881.  The  Personnel  Division  reduced  personal  services  by  $16,062  and  other 
expenses  by  $339.  The  Tramway  Safety  Program  reduced  contract  services  by  $385. 
The  State  Tax  Appeal  Board  reduced  contract  services  by  $4,739,  communications  by 
$660,  and  travel  by  $1,260.  Applying  the  2  percent  reduction  for  fiscal  1987  would 
reduce  the  general  fund  by  $79,528.  Table  7  shows  the  application  of  the  2  percent 
cuts  for  fiscal  1987.  If  Option  A  of  Issues  1  and  2  are  adopted  by  the  legislature  the 
2  percent  reduction  would  be  $70,553. 


Table 
Application  of  2   Percent 

7 
Cuts 

to 

Fiscal  1987 

Expenditures 

Fiscal  1987 

2 

Percent   Cuts 

Revised 
Fiscal  1987 

Personal  Services 
Operating 

$10,339,066 
23,196,719 

$13,243 
66,285 

$10,325,823 
23,130,434 

Total 

$33^535^785 

$79^528 

$33^56^57 

Funding 

General  Fund 
State  Special 
Federal  and  Other 

$3,976,419 

927,263 

28,632,103 

$79,528 
-0- 
-0- 

$3,896,891 

927,263 

28,632,103 

Total 

$33^535^785 

$79^5|^ 

$33^45g^2il 

Option  A: 

Redu( 

2e  the 

fiscal   1987   gcn( 

gral 

fund 

by 

$79,528. 

Option   B: 

Reduce  the 

fiscal   1987   general 

fund 

by 

$70,553. 

Option   C: 

Take 

no  action. 
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ISSUE   GOV.    1:      SOCIAL   SECURITY   INTEREST   EARNINGS   -   $2,000,000 

The  executive  is  proposing  to  transfer  a  $2,000,000  cash  balance  from  the  social 
security  contribution  account  to  the  general  fund,  and  beginning  in  fiscal  1988,  to 
transfer  interest  earnings  from  yearly  contributions  to  the  general  fund.  Annual 
interest  earnings  are  estimated  to  be  approximately  $150,000  per  year.  However,  the 
Governor  proposes  paying  the  cost  of  administering  the  social  security  program  from 
the  general  fund  in  future  years  also.  Beginning  in  fiscal  1988  an  administrative 
charge  would  be  assessed  employers  to  pay  for  administering  PERD.  The  charge 
would  be  based  on  the  preceding  year's  expenditures  and  would  not  exceed 
two-tenths  of  1  percent. 

The  legislature  will  have  to  amend  Section  19-1-601,  MCA,  to  allow  the  transfer 
of  the  $2,000,000  cash  balance  to  the  general  fund. 
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Actual 

Actual             After  2% 

Approp. 

Fiscal 

Fiscal                Fiscal 

Fiscal 

% 

Chane-e 

Budg-et  Item 

1984 

1985                    1986 

1987 

FY85-FY87 

FTE 

21.5 

21.5                     22.5 

22.5 

1.0 

Personal  Service 

$461,962 

$481,038            $518,211 

$536,942 

11.6 

Operating  Expense 

284,734 

227,590              319,437 

275,021 

20.8 

Equipment 

7,375 

20,538                   6,969 

2,500 

(87.8) 

Total  Expenditures 

1754^071 

$729^166            $841^617 

1814^463 

1U7 

Fund   Source 


Pension  Trust 


1154^071 


$729^.166 


Miij.617  1814^463 


11.7 


ISSUES 


General  Fund  Revenue  Transfer 

1.     Transfer  Social  Security  Fund  -  Reserve  Balance 


Fiscal  1987   

General  Fund        Other  Funds 


$2,000,000 


-0- 


The  Public  Employees  Retirement  Division  (PERD)  provides  retirement,  disability, 
and  death  benefits  to  the  members  and  other  beneficiaries  of  the  g'ame  wardens,  high- 
way patrol,  judges,  public  employees,  sheriffs,  state- wide  police,  unified  firefighters, 
and  volunteer  firefighters  of  unincorporated  areas  retirement  systems.  Social 
security  contributions  from  the  state  and  various  local  government  entities  are  also 
collected  and  disbursed. 

Total  expenditures  increase  by  $85,297,  or  11.7  percent.  The  increase  in  per- 
sonal services  from  fiscal  1985  to  fiscal  1987  results  from  two  factors.  First,  1.0  FTE 
assistant  administrator  at  a  cost  of  $31,275  was  added  by  the  1985  legislature.  Sec- 
ond,  vacancy  savings  of  $34,165   was  experienced  in  fiscal  1985, 

Major  increases  in  operating  expenses  are  $17,000  in  legal  fees  to  help  pay  for 
the  cost  of  an  attorney  added  to  the  Department  of  Administration's  Central  Office 
and  $22,800  for  data  processing  fees. 
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Equipment  expenditures  decrease  as  one-time  data  processing  equipment  was  pur- 
chased in  fiscal  1985. 

ISSUE   1:      TRANSFER   CONTRIBUTION   ACCOUNT   FUND 

Under  the  authority  of  Section  19-1-601,  MCA,  the  Public  Employees  Retirement 
Division  has  a  contribution  account  which  is  an  agency  fund  for  transferring  the 
social  security  payments  of  government  entities  to  the  federal  government.  A  balance 
sheet  projection  prepared  by  PFRD  on  March  31,  1986  indicates  that  the  reserve 
balance  in  that  fund  will  total  $2,059,613  at  the  end  of  fiscal  1986.  The  contribution 
account  is  being  used  at  a  rate  faster  than  interest  is  being  earned;  therefore  the 
reserve  balance  has  decreased  from  $2,960,275  at  the  end  of  fiscal  1984  to  the 
projected  balance  of  $2,059,613  at  the  end  of  fiscal  1986. 

Prior  to  January  of  1980,  the  Public  Employees  Retirement  Division  transferred 
social  security  payments  to  the  federal  government  on  a  quarterly  basis.  Funds  in 
the  account  were  invested.  The  interest  earnings  accrued  to  the  state  and  were  used 
to  defray  the  administrative  expenses  of  the  Public  Employees  Retirement  Division.  In 
1980,  the  federal  government  issued  new  regulations  requiring  that  the  state  transfer 
the  social  security  withholding  on  a  semi-monthly  basis,  thus  reducing  the  amount 
available  for  investment .  The  Public  Employees  Retirement  Division  estimates  that 
interest  income  in  fiscal  1987  will  be  $175,000.  This  income  should  be  adequate  to 
fund  the  expenses  of  administering  the  social  security  function  of  the  Public 
Employees  Retirement  Division.  Rather  than  use  the  interest  earnings  from  the 
contribution  account  as  anticipated  by  the  1985  legislature  in  the  House  Bill  500 
appropriation,  the  di-vdsion  will,  as  allowed  by  Section  19-3-603(2),  MCA,  fund  the 
balance  of  the  administrative  expenses  of  the  Public  Employees  Retirement  Division 
from  the  pension  trust  funds  they  administer.  The  Public  Employees  Retirement 
Division  has  indicated  that  they  will  request  a  change  in  statute  during  the  June 
special  legislative  session  to  allow  them  to  assess  an  administration  charge,    starting  in 
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fiscal  1988,  to  employers  to  cover  the  costs  of  administering  the  various  retirement 
systems.  Since  the  administrative  costs  of  the  Public  Employees  Retirement  Division 
will  be  paid  out  of  the  pension  funds  for  fiscal  1987,  the  reserve  balance  in  the 
contribution  account  would  not  be  needed. 

The  legislature  may  want  to  consider  transferring  the  reserve  balance  of 
$2,000,000  in  the  social  security  agency  fund  to  the  general  fund.  This  would  pro- 
vide a  one-time  source  of  revenue  to  the  general  fund. 

Option  A:      Transfer     $2,000,000  from     the     social  security  contribution  account  to 
the  general  fund. 

Option  B :       Take  no  action. 
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TEACHERS 

RETIREMENT 

BOARD 

Actual 

Actual 

Alter  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

% 

Change 

Budget   Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

10.58 

10.58 

11.0 

11.0 

.42 

Personal  Service 

$187,257 

$215,126 

$242,718 

$250,474 

16.4 

Operating-  Expense 

308,328 

115,803 

222,330 

169,507 

46.4 

Equipment 

2,013 

15,541 

1,248 

-0- 

100.0 

Total  Expenditures 

lii^iiiS 

$346^470 

^466^296 

i|19^9Sl 

21^2 

Fund  Source 


Pension  Trust  Funds 


$497^598 


$346^470 


$466^296  $419^981 


11.2 


The  Teachers  Retirement  Board  provides  retirement,  disability,  and  survivor 
benefits  for  the  state's  teachers. 

FTE  increased  by  a  .42  secretary  at  a  cost  of  $9,500  to  assist  with  the 
increasing  workload.  Other  increases  in  personal  services  consist  of  vacancy  savings 
of  $15,000  in  fiscal  1985  and  pay  plan  of  $13,162  in  fiscal  1987.  Attorney  fees 
increase  by  $7,000  each  year  to  pay  one-fourth  of  the  salary  of  an  attorney  at  the 
Department  of  Administration.  These  services  had  previously  been  provided  free  of 
charge.  Data  processing  costs  increase  by  $52,000  for  the  operation  of  the 
computerized  retirement  system.  Equipment  costs  decrease  due  to  one-time  cost  of 
data  processing  equipment  in  fiscal  1985. 

Funding  for  the  Teachers  Retirement  Board  is  provided  by  interest  earned  on 
the  funds  held  in  trust  by  the  Teachers  Retirement   System. 

There  are  no  issues   for  this  agency. 
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Pio/-.q1     10C7 

Budget   Items 

House  Bill  500 

Governor's  Budget 

Difference 

F.T.E. 

91.0 

91.0 

0.00 

Personal  Service 
Operating  Expense 
Equipment 

$1,989,104 

1,691,494 

6,898 

$1,972,446 

1,617,564 

3,898 

$16,658 

73,930 

3,000 

Total  Operating  Costs 
Non-Operating  Costs 

$3,687,496 
2,280 

$3,593,908 
2,280 

$93,588 
-0- 

Total  Expenditures 

13^689^776 

yj.596^188 

133^588 

General  Fund 
Federal  Fvevenue 

$1,871,756 
1,818,020 

$1,778,168 
1,818,020 

$93,588 
-0- 

Total  Funding 

$3,689^776 

11.596^188 

|Mi^§S 

ISSUES   IN   GOVERNOR'S 

RTTnnFT 

1987 

Other  Funds 

Fiscal 
General  Fund 

Gov,    1.     5  Percent   Cut 

A.  Administration 

B.  Army  Guard 

C.  Air  Guard 

D.  Veteran's  Affairs 

E.  Disaster  and  Emergency  Services 

$(4,808) 
(51,302) 
(3,000) 
(23,334) 
(11,144) 

-0- 
-0- 
-0- 
-0- 
-0- 

ISSUE   GOV.    1:      5   PERCENT   CUT 

Information  on  the  5  percent  reduction  for  each  program  follows. 

Administration  Program 

Contract  Services  -  $1,520.  Janitorial  Services  will  be  reduced  from  five  to 
three  days  per  week  and  the  commercial  security  service  contract  will  be  eliminated. 

Travel  -  $1,000.  Approximately  one-third  of  the  director's  travel  budget  was 
reduced. 

Repairs  and  Maintenance  -  $2,206.  Building  repairs  will  be  reduced  by  one-half. 
Office    equipment    repairs    and    maintenance    contracts     for    office    equipment     will    be 
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reduced. 

Other  -  $82.  All  magazine,  trade,  and  newspaper  subscriptions  will  be 
eliminated. 

Army  Guard  Program 

Contract  Services  -  $4,611.  Liability  insurance  on  two  department  owned 
vehicles  will  be  eliminated.  Janitorial  services  will  be  reduced  from  five  to  three  days 
per  week.  Printing  done  at  the  Publications  and  Graphics  Division  will  be  reduced  by 
one-third. 

Supplies  and  Materials  -  $3,861.  The  amount  normally  spent  for  tools,  gasoline, 
and  weed  control  will  be  eliminated. 

Travel  -  $1,995. 

Repairs  and  Maintenance  -  $34,685.  Building  repairs  of  $17,000  and  painting  will 
be  eliminated.     Repairs  of  office  equipment  are  reduced  by  one-half. 

Other  -  $3,150.  The  annual  officer  clothing  allowance  was  reduced  from  $35  to 
$25. 

Equipment  -  $3,000.  The  replacement  of  two  secure  radios  was  reduced  by 
one-half. 

Air  Guard  Program 

Contract  Services  -  $795.  Janitorial  services  are  reduced  from  five  to  three 
days  per  week. 

Communications  -  $312.  One  phone  in  the  Helena  office  of  the  Air  National 
Guard  is  eliminated. 

Repairs  and  Maintenance  -  $712.  Building  repair  and  maintenance  will  be 
reduced  by  $3,560.  This  is  an  80  percent  federal  match  program  and  to  cut  general 
fund  dollars  the  department  must  also  take  cuts  in  the  federal  funds. 

Other  -  $1,110.      The  officer  clothing  allowance  was  reduced  from  $35   to  $25. 

Travel  -   $71.      In-state  travel  was  reduced  by  $71. 
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Veterans'  Affairs  Division 

Personal  Services  -  $14,308.  All  field  office  clerical  personnel  will  be  reduced 
from  80  hours  per  pay  period  to  70  hours  per  pay  period. 

Contract  Services  -  $9,026.  The  clerical  contract  with  the  VFW  and  DAV  will  be 
eliminated. 

Disaster  and  Emergency  Services 

Personal   Services  -  $2,350.      A  training  officer  III   position  will  be  left  vacant. 

Contract  Services  -  $856.  Janitorial  services  will  be  reduced  from  five  to  three 
days  per  week.      Staff  training  will  be  reduced. 

Travel  -  $4,332.  In-state  travel  to  assist  local  governments  in  disaster  and 
emergency  planning  and  out-of-state  travel  to  conferences  will  be  cut. 

Other  -  $3,606.  Supplies  and  materials  for  maps,  charts,  and  reference  material 
will  be  cut  by  $1,400.  Communications  equipment  will  be  cut  by  $1,197.  Repair  and 
maintenance  will  be  cut  by  $644.  Registration  fees  for  conferences  will  be  cut  by 
$365. 
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Budget  Item 

FTE 

Personal  Service 
Operating  Expense 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Fund  Source 

General  Fund 
Federal  Revenue 

Total  Funds 


Actual 

Actual 

Fiscal 

Fiscal 

1984 

1985 

80.75 

81.50 

$1,708,055 

$1,827,864 

1,589,062 

1,838,983 

145,343 

19,109 

$3,442,460 

$3,685,956 

828,501 

1,095,396 

$4^270^961 

$4^.781^352 

$1,949,617 
2,321,344 


$2,043,686 
2,737,666 


$4.^270^961        $4^.781.^352 


ISSUES 


1.  Veterans'   Affairs 

Option  A. 
Option  B. 
Option  C. 

2.  Contract   Services 

3.  Fiscal  Year  1987   Cuts 


After  2%         Approp. 

Fiscal               Fiscal  %  Change 

1986                   1987  FY85-FY87 

91.00                 91.00  9.50 

$2,013,010  $2,097,888  14.8 

1,634,762   1,691,494  (8.0) 

37,900       6,898  (63.9) 

$3,685,672  $3,796,280  3.0 

2,280       2,280  (99.8) 

$1,856,401   $1,922,319  (5.9) 

1,831,551   1,876,241  (31.5) 

Fiscal  1987  

General  Fund         Other  Funds 

$(466,674)  -0- 

$(439,450)  -0- 

$(73,688)  -0- 

$(9,958)  -0- 

$(38,446)  -0- 


The  Department  of  Military  Affairs  oversees  all  activities  of  the  Amy  National 
Guard  and  the  Air  Guard  Programs,  the  Veterans'  Affairs  Program,  and  the  Disaster 
and  Emergency  Services  Division,  which  is  responsible  for  the  preparation,  update, 
coordination,  and  testing  of  all  state  emergency  preparedness,  response,  and 
recovery  plans.  The  division  is  also  responsible  for  radiological  defense  efforts  and 
calibration  and  maintenance  of  radiological  instruments. 

There  are  two  major  reasons  for  the  5.9  percent  decrease  in  general  fund:  1) 
because    of    a    reallocation    of   insurance    costs    by    the    Department    of    Administration, 
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insurance  in  the  army   guard   program   decreases  by   $66,307,    and   2)    utilities   decrease 
in  the  army  and  air  guard  programs  by  $31,131. 

Federal  revenue  decreases  by  31.5  percent.  There  are  two  factors  that  comprise 
this  decrease:  1)  11  FTE  security  guards  were  approved  for  additional  security  at 
the  air  guard  base  in  Great  Falls  at  a  cost  of  $177,995,  and  2)  non-operating  costs  of 
$1,093,116  in  fiscal  1985  were  statutorily  appropriated  in  the  1987  biennium.  These 
funds  were  passed  through  the  Disaster  and  Emergency  Services  Division  for  civil 
defense  reimbursements  and  disaster  relief  payments  to  local  governments.  Since 
these  funds  are  statutorily  appropriated  the  appropriations  do  not  show  in  fiscal  1987. 
If  the  pass  through  funds  were  not  shown  in  fiscal  1985  federal  funds  would  have  a 
$231,691  increase,   or  14.1  percent. 

ISSUE   1:      VETERANS'   AFFAIRS   PROGRAM   REDUCTION 

The  function  of  the  Veterans'  Affairs  Division  is  to  provide  a  state-wide  service 
to  assist  discharged  veterans  and  their  famiUes  in  filing  claims,  to  cooperate  with 
state  and  federal  agencies  having  to  do  with  the  affairs  of  veterans  and  their  fam- 
ilies, and  to  promote  the  general  welfare  of  veterans  and  their  families.  Assistance  to 
veterans  includes  provision  of  information  on  veterans'  benefits  and  with  Veterans' 
Administration  (VA)  forms,  guidance  in  completing  these  forms,  and  representations 
before  regional  VA  appeals  boards.  The  budget  for  the  Veterans'  Affairs  Division  for 
fiscal  1987  is  shown  in  table  1. 
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Table  1 
Fiscal  1987   Budget  -  Veterans'  Affairs  Division 


FTE  18.5 

Personal   Service  $402,149 

Operating  Expense 

Contract   Services  $  12,027 

Supplies  and  Materials  4,927 

Communications  14,768 

Travel  26,791 

Rent  4,975 

Repair  and  Maintenance  500 

Other  Expenses  537 

Total  Budget  and  General  Fund  $466^.674 


During  the  1979  legislative  session  the  Board  of  Veterans'  and  the  Veterans'  Af- 
fairs Di-vdsion  were  directed  by  the  legislature  to  study  alternatives  for  providing  ser- 
vices to  veterans  that  are  more  comprehensive  and  less  expensive.  The  results  of 
these  studies  were  to  be  reported  to  the  1981  legislature.  In  fiscal  1982  the 
Veterans'  Affairs  Division  reported  to  the  Legislative  Finance  Committee  that  the 
research  had  been  done  and  a  better  way  to  provide  service  had  not  been  found. 
However,  the  division  stated  they  had  developed  some  workload  factors  that  should 
show  the  effectiveness  of  the  division  in  offering  services  to  veterans. 

The  1983  legislature  transferred  the  Veterans'  Affairs  Division  from  the  Depart- 
ment of  Social  and  Rehabilitation  Ser"vices  to  the  Adjutant  General's  Office.  In  fiscal 
1985  a  new  administrator  of  the  division  was  appointed,  who  determined  that  using  the 
workload  factor  developed  in  1982  as  a  measuring  tool  was  not  effective. 
Subsequently,  new  factors  of  measurement  have  been  instituted.  The  new  factors  are 
the  number  of  transmittals  prepared  by  the  division  for  each  type  of  benefit  offered 
and  the  number  of  awards  made  by  the  federal  Veterans'  Administration  based  on 
those   transmittals.      Since   there  is   approximately    a   five   to   six    month   time   lapse   from 
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submitting   a   transmittal   to   receiving   an    award,    historical    data   on   the   new    factors   is 
not  available  for  analysis. 

Vi/orkload  Statistics 

Table    2    shows    veterans    contacted    and    claims    awards    for    fiscal    1979    to    fiscal 
1985. 

Table  2 

Veterans   Contacts  and  Claims  Fiscal  1979  to  1984 

(Agency   Provided  Information) 

%   Change 
Fiscal  1979  Fiscal  1980  Fiscal  1981  Fiscal  1982  Fiscal  1983  Fiscal  1984  Fiscal  1985   FY78-FY85 

FTE         22.5         22.5         20.5         20.5         20.5        18.5         18.5     (17.8) 

Contacts  51,894  47,080  44,690  31,924  29,745  34,991  ---  (32.6) 
Claims  8,165  7,359  6,081  2,934  2,512  2,765  — -  (66.2) 
Awards   $5,849,059   $5,882,870   $3,452,699   $4,518,538   $4,299,628  $4,796,267         ---     (18.0) 


1 

Because  the  pay  plan  was  funded  through  vacancy  savings  in  fiscal  1985  the  division  had  to  leave  one 

position  vacant.   The  position  left  vacant  was  the  one  that  compiled  the  statistics.   Therefore 

the  information  was  not  captured  for  fiscal  1985. 


The  table  indicates  that  awards  and  claims  have  dropped  off  dramatically  between 
fiscal  1979  and  198?  and  have  remained  relatively  stable  since.  From  the  contacts 
shown  in  the  table,  one-half  are  estimated  to  be  unduplicated.  Based  on  that  esti- 
mate, 120,175  different  veterans  and  dependents  have  been  contacted  since  1979.  Of 
this  number,  29,816  are  indicated  to  have  received  claims.  Most  of  these  received 
claims  in  1979,  1980,  and  1981.  It  appears  from  the  relative  stability  of  claims  in  fis- 
cal 1982,   1983,   and   1984  that  this  program  may  have  reached  its  level  of  maturity. 

Duplication  of  Services 

In  their  1982  report,  the  Governor's  Council  on  Management  recommended  that 
the  Veterans'  Affairs  Division  be  eliminated,  as  services  being  offered  were  a 
duplication  of  services  offered  by  veterans'  service  organizations  and  the  federal 
veterans'    administration,       A    1980    sunset    audit    conducted    by    the    legislative    auditor 
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also  stated  there  was  a  certain  amount  of  duplication  of  services  that  existed  between 
the  Federal  VA,  State  VA ,  veteran  service  organizations,  and  other  state  agencies. 
Table  3  on  the  following  page  shows  the  services  being  offered  by  each  of  the 
organizations  mentioned  in  the  sunset  audit  report  of  1980.  Following  the  table  is  a 
brief  description  of  each  type  of  service. 
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A  definition  of  the  services  follows: 

1.  Toll  free  telephone  -  assistance  on  veterans  benefits  free  of  charge  to  the 

caller. 

2.  VA  forms  -  over  100  forms  are  used  by  the  VA  to  apply  for  veteran's  bene- 

fits. 

3.  Assistance  to  veterans  at  federal  veterans  hospitals  are  located  at  Helena 

and  Miles   City. 

4.  Trust  account  assistance  available  for  benefits  received  by  minor  depen- 

dents of  veterans  or  for  those  who  do  not  have  the  mental  capacity  to 
act  on  their  own  behalf. 

5.  Assistance  at  colleges  and  universities  -  educational  benefits  and  other  VA 

benefits  assistance. 

6.  Claims  processing  -  assist  veterans  in  filling  out  and  filing  claims  forms. 

7.  Representation  on  appeals  of  claims  -  appeal  claims  denied  or  partially 

denied  by  the   Federal  VA. 

8.  Annual  training  seminars  -  update  professionals  and  interested 

veteran  organizations  on  changes  in  the  laws  pertaining  to  veterans. 

9.  Scheduled  field  service  -  regularly  scheduled  time  periods  on  a 

monthly  basis  during  which  veterans  may  receive  assistance  by  a 
service  officer  in  each  county  in  Montana. 

10.  Referral  services  -  refer  veterans  to  other  organizations  for  ser- 

vices. 

11.  Complete  information  on  veteran's  benefits  -  have  adequate  training  to 

advise     and     assist     vetereins     and     their     dependents     on     all     benefits 
available  to  them. 

12.  Job  placement  assistance  -  provide  job  placement  assistance  for  veterans. 

13.  Discharge  upgrades  -  provide  assistance  on  upgrading  other  than  honorable 

discharges. 

Table  3  shows  there  are  areas  of  duplication.  The  table  does  not  show  however, 
the  degree  of  duplication  for  each  service.  For  example,  the  federal  Veterans'  Ad- 
ministration provides  services  only  at  Fort  Harrison  in  Helena  and  at  the  Medical  Cen- 
ter in  Miles  City,  the  federal  service  representatives  do  not  travel,  and  veterans 
seeking  assistance  at  the  federal  level  must  use  the  toll-free  telephone  or  visit  Fort 
Harrison  or  the  Medical  Center  between  the  hours  of  11  a.m.  and  4  p.m.  In 
contrast,  the  state  Veterans'  Administration  service  officers  proAnde  regular  office 
hours  and  travel  to  each  county  monthly  for  Veterans'  Administration  assistance.  The 
federal  Veterans'  Administration  does  not  provide  an  advocacy  service  for  veterans 
and  their  dependents  and  federal  service  officers  provide  assistance  to  veterans  only 
in  the  benefit  areas  requested  by  the  veteran,  while  the  state  Veterans' 
Administration  service  officers  provide  a  complete  review  of  a  veterans  service  file 
and  counsel  the  veteran  on  all  benefits  that  may  be  available. 
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ALTERNATIVES   TO   THE   VETERANS'   AFFAIRS   PROGRAM 
Three   alternatives   for   the   Veterans'    Affairs   Program   are  presented:    elimination, 
retaining  of  one  appeals  officer,    and  regional  service. 

Elimination  of  the  Veteran's  Affairs  Program 

There  is,  to  a  degree,  a  duplication  of  services.  Veterans  do  have  the 
availability  of  federal  Veterans'  Administration  service  officers  to  consult  with  on  ben- 
efits to  which  they  are  entitled.  The  major  difference  between  the  state  Veterans' 
Administration  and  Federal  Veterans'  Assistance  is  that  Federal  Veterans'  Assistance 
does  not  provide  an  advocacy  service  for  state  veterans.  The  program  question 
arises:  Is  it  a  state  general  fund  i-esponsibility  to  provide  an  advocacy  program  for 
state  veterans  in  regards  to  claiming  federal  veteran's  benefits?  Elimination  of  the 
program  would  save  $466,674  of  general  fund  in  fiscal  1987. 

Retain  Appeals  Officer 

There  is  no  duplication  of  services  on  appeals  of  rejected  claims.  The  Federal 
Veterans'  Administration,  by  their  own  regulation,  is  prohibited  from  assisting  vet- 
erans in  appealing.  Although  the  Disabled  American  Veterans  and  Veterans  of 
Foreign  Wars  do  assist  on  appeals  the  majority  of  appeals  are  handled  by  the  state 
Veterans'  Administration  officer  at  Fort  Harrison.  Elimination  of  the  program  except 
for  the  appeals  officer  would  save  $439,450  of  general  fund  in  fiscal   1987. 

Regional  Service 

The  veteran's  affairs  could  be  reorganized  by  reducing  the  eight  field  offices 
and  the  central  office  in  Helena  to  five  regional  offices.  Table  4  shows  the  current 
office  staffing  and  a  consolidated  office  staffing. 
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Table  4 

Current  Offices  and  Proposed  Offices  and  Staff- Veterans'   Affairs  Division 

Current  Proposed 

Location  Staff  (FTE)  Staff  (FTE) 

Billing's  2.0  2.0 

Butte  2.0  -0- 

Bozeman  2.0  -0- 

Great   Falls  2.0  2.0 

Helena  4.5  6.5 

Kalispell  2.0  -0- 

Miles   City  1.0  2.0 

Missoula  2.0  2.0 

Wolf  Point  UO  -0- 

Total  18^5  14.5 


The  Butte  and  Bozeman  offices  could  be  closed  and  combined  with  the  Helena  of- 
fice. The  Helena  office  would  get  a  service  officer,  who  would  travel  the  Helena  to 
Butte  to  Bozeman  region.  A  service  officer  would  then  have  to  be  added  to  the 
Helena  office,  as  the  service  officer  located  in  Helena  has  a  full  time  job  handling  ap- 
peals of  cases  rejected  by  the  federal  government.  The  Helena  office  would  also  re- 
ceive an  office  worker  to  answer  a  toll  free  telephone  for  veterans  to  call  for  informa- 
tion and  assistance. 

The  Kalispell  office  could  be  combined  with  the  Missoula  office  and  the  Wolf  Point 
office  could  be  combined  with  the  Miles  City  office.  An  administrative  secretary  could 
be  added  to  the  Miles  City  office  in  order  to  answer  telephones,  offer  office  assis- 
tance during  periods  of  absence  of  the  service  officer,    and  type  claims  for  benefits. 

A  toll  free  telephone  number  for  veterans  to  call  requesting  assistance,  informa- 
tion, and  forms  would  cost  approximately  $16,000  a  year  for  10,000  calls.  By  closing 
the  four  offices,  approximately  $2,000  a  year  will  be  saved  on  telephone  equipment. 
Therefore,  operating  expenses  will  increase  approximately  $14,000.  Table  5  shows  the 
savings  to  the  general  fund  of  consolidating  offices. 
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Table  5 
General  Fund   Savings  Under  Reorganization 


Personal  Services  4  FTE  Reduction  $  87,G88 

Additional  Telephone  Costs  (14,000) 

Total  General  Fund   Savings  $_I3^M8_ 


The  only  other  major  expense  item  in  the  budget  is  travel.  The  travel  budget 
was  left  as  is,  as  the  regional  officers  will  have  to  conduct  more  travel  to  cover  the 
closed  offices. 

While  there  may  be  a  delay  in  services  offered  to  state  veterans,  under  this 
proposal,  no  Montana  veteran  will  go  without  services.  The  toll  free  number  should 
handle  a  lot  of  the  needs  of  veterans  for  information  and  assistance  that  were 
formerly  handled  by  personal  contact  of  a  service  officer.  If  a  personal  contact  is 
needed  veterans  can  be  served  by  service  officer  visits  to  the  major  cities  on  a 
regularly  scheduled  visit  or  veterans  may  visit  the  regional  offices  during  scheduled 
office  hours. 

Option  A:      Eliminate  the  Veterans'   Affairs     Division   for  a  total  general  fund  sav- 
ings of  $466,674  in  fiscal  1987. 
Option  B :       Eliminate  all     but  the     appeals     officer  for  a     general     fund  savings  of 

$439,450, 
Option  C;       Reduce  the     Veterans'     Affairs     Division     by     4   FTE  and  form  regional 
offices     to    handle    veterans    contact     for    a    general    fund    savings    of 
$73,688. 
Option  D:      Take  no  action, 

ISSUE   2:      CONTRACT   SERVICES 

Included  in  the  Veterans'  Affairs  Division  budget  is  $9,958  in  contract  services 
to    pay    service    contracts    with    the    Veterans    of    Foreign    V/ars     (VFW)     and    Disabled 
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American  Veterans  (DAV)  organizations.  The  two  service  organizations  provide  a 
full-time  service  representative  to  inform  Veterans'  of  their  benefits  or  provide 
assistance  in  submitting  claims  for  Veterans'  Administration  benefits,  and  who  will 
represent  or  appear  with  veterans  appealing  their  case  with  the  Veterans'  Adminis- 
tration. The  service  contracts  provide  the  service  representatives  with  secretarial 
services  which  consist  of  typing  from  notes,  machines,  or  form  letters,  forms,  let- 
ters, applications,  appeals,  and  all  clerical  work  needed  in  relation  to  benefits  estab- 
lished by  the  U.S.  Code  for  veterans  and  their  dependents  before  the  Veterans  Ad- 
ministration. In  1963  a  Montana  Supreme  Court  decision.  Veteran's  Welfare 
Commission  of  the  State  of  Montana  Vs.  Veterans  of  Foreign  Wars  and  the  Disabled 
American  Veterans,  determined  that  the  contract  payments  were  in  violation  of  Article 
5,  Section  11  of  the  Montana  Constitution  (revised  from  Article  5,  Section  35  of  the 
old  Montana  Constitution).  That  section  provides  in  part  that  .  .  .  "(5)  No 
appropriation  shall  be  made  for  religious,  charitable,  industrial,  educational,  or 
benevolent  purposes  to  any  private  individual,  private  association,  or  private  cor- 
poration not  under  control  of  the  state."  In  spite  of  the  supreme  court  decision  the 
division  has  continued  to  receive  funding  for  the  contracts.  The  legislature  may  want 
to  discontinue  the  funding  of  these  contracts  in  light  of  the  supreme  court  decision. 
This  issue  will  be  non-applicable  if  Option  A  or  B  of  Issue   1  is  passed. 

Option  A:      Discontinue  the  funding  of  the  contracts  with  the     Veterans  of  Foreign 
Wars    and    Disabled    American    Veterans    for    a    general    fund    savings    of 
$9,958. 

Option  B :       Take  no  action. 

ISSUE   3:      2   PERCENT   CUTS 

The  Department  of  Military  Affairs  reduced  its  general  fund  budget  by  $37,402 
in  response  to  the  Governor's  request  for  a  2  percent  reduction  in  general  fund 
spending  for  fiscal  1986.      A  continuation  of  these  cuts  into  fiscal  1987   would  result  in 
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a  savings  of  $38,446.  If  the  legislature  should  maximize  the  reductions  shown  in  Is- 
sues 1  and  2,  $9,333  of  the  cuts  will  already  have  been  made.  Therefore,  only 
$29,113  of  the  2  percent  cuts  would  be  unduplicated.  Table  6  shows  the  application 
of  the  2  percent  cuts  for  1987. 


Table  6 
Application  of  2  Percent   Cuts  to  Fiscal  1987 


Expenditures 

Personal  Services 
Operating 

TOTAL 

Funding 

General  Fund 
Federal  and  Other 

TOTAL 


Fiscal  1987 

$2,097,888 
1,700,672 

$3^798^560 


$1,922,319 
1,876,241 

I3j.798j.560 


2%  Cuts 

$   6,305 
32,141 


$38^.446 


$38,446 
-0- 

$38^.446 


Revised 
Fiscal  1987 

$2,091,583 
1,668,531 

$3j.760j.ll4 


$1,883,873 
1,876,241 


l760j.114 


Option  A:  Reduce  the  fiscal  1987  general  fund  by  $38,446. 
Option  B:  Reduce  the  fiscal  1987  general  fund  by  $29,113. 
Option  C:      Take  no  action. 
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DEPARTMENT   OF 

HIGHWAYS 

Items 

T7i  onol     1  QS3  7 

Budget 

House  Bill  500 

Governor's  Budget 

Difference 

FTE 

1985.75 

1985.75 

0.00 

Personal  Service 
Operating  Expense 
Equipment 

$  51,185,410 

206,840,139 

6,279,994 

$  51,078,296 

199,753,017 

5,868,825 

$     107,114 

7,087,122 

411,169 

Total  Operating  Costs 
Non-Operating  Costs 

$264,305,543 
19,747,389 

$256,700,138 
19,730,209 

$7,605,405 
17,180 

Total  Expenditures 

|2M^052^232 

$276^430,347 

EiMliMI 

General  Fund 
State  Special 
Federal  Revenue 
Proprietary 

$              -0- 
154,921,108 
114,992,701 
14,139,123 

$              -0- 
147,631,223 
114,992,701 
13,806,423 

$         -0- 
7,289,885 
-0- 
332,700 

Total  Funding 

1281,052^932 

$276^430^347 

$7^622^585 

ISSUES 
Gov.    1. 

IN   GOVERNOR'S 

5  Percent  Cut 

A .  General  O] 

B.  Gross  Veh 

C.  Constructi 

D.  Maintenanc 

E.  Pre-constr 

F.  Motor  Pool 

G.  Equipment 
H.    Stores  Inv 

p  nnr:T7T 

1987 

Other  Funds 

$(247,508) 

$(178,378) 
$(3,571,967) 
$(2,018,044) 

$(265,615) 
$(36,700) 

$(638,901) 
$      (665,472) 

aerations  Program 
icle  Weight  Program 
on  Program 
;e  Program 
uction  Program 

Program 

Program 
entory  Program 

-                                   Fiscal 
General  Fund 

-0- 
-0- 
-0- 
-0- 
-0- 
-0- 
-0- 
-0- 

Total  5   Percent  Cut 

-0- 

$(7,622,585) 

Gov.    2. 

Increase  Motor  Fuels  Taxes 

A.  Motor  Fuels  Tax  Increase 

B.  General  Fund  Transfers 

1.  Mineral  Royalties 

2.  Coal  Severance  Taxes 

3 .  Interest  Earnings 

-0- 

$(6,705,000) 
$(6,211,000) 
$(6,764,000) 

$(24,246,000) 

$6,705,000 
$6,211,000 
$6,764,000 

ISSUE   GOV.    1:      5   PERCENT   CUT 

The    General    Operations    Program    was    cut    $247,508.       The    department    plans    to 
achieve  the  5  percent  cut  in  General  Operations  by  a  delay  in  filling  vacant  positions. 
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cutting  back  data  processing  services,  travel,  equipment  rent,  and  purchasing  less 
radio  equipment. 

The  Gross  Vehicle  Weight  Program  was  cut  $178,378.  The  5  percent  cut  will  be 
achieved  by  delaying  the  upgrading  of  v/eigh  station  facilities.  There  will  also  be  re- 
ductions in  data  processing  costs. 

The  Construction  Program  was  cut  $3,571,967.  Table  1  shows  the  construction 
projects  v/hich  the  department  will  delay  to  meet  the  budget  cuts. 


Table  1 
Construction  Projects  to  be  Delayed  - 

-   Fiscal  1987 

Project                                              Letting  Date 

Fiscal  1987  Dollars 

Seeley  Lake/Inez                                 6/86 
Great  Falls/North                               8/86 
West  of  Anaconda                               3/87 

$     949,000 

1,969,000 

653,967 

Total 

$3^571^967 

The  Maintenance  Program  was  cut  $2,018,044.  The  department  plans  to  achieve 
the  majority  of  the  reduction  through  price  reductions  of  petroleum  products.  They 
also  plan  to  reduce  the  city  contracts  for  Butte,  Great  Falls,  Billings,  and  Missoula 
by  5  percent. 

The  Pre-construction  Program  was  cut  $265,615.  The  5  percent  reduction  will  be 
met  by  delay  in  filling  vacant  positions  and  a  reduction  in  consultant  engineers  and 
appraisers  on  several  projects. 

The  Motor  Pool  Program  was  cut  $36,700.  The  reduction  will  be  realized  by  low- 
er gasoline  costs  and  by  purchasing  less  equipment. 

The  Equipment  Program  was  cut  $638,901.  The  reductions  will  be  realized  by 
lower  fuel  prices  and  a  reduction  in  the  purchase  of  new  equipment. 

The  Stores  Inventory  Program  was  cut  $665,472.  The  5  percent  reduction  will 
be  realized  because  of  lower  road  oil  costs. 
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ISSUE   GOV.    2:      INCREASE   MOTOR   FUELS   TAXES 

The  executive  budget  proposes  a  5  cent  per  gallon  increase  in  gasoline  tax  and  a 
3  cent  per  gallon  increase  in  diesel  tax  which  would  make  the  tax  20  cents  per  gallon 
on  both  gasoline  and  diesel.  Table  2  shows  the  state  taxes  per  gallon  for  gasoline 
and  diesel  fuels  for  all  states.  Montana's  gasoline  tax  would  be  the  highest  and  the 
diesel  tax  would  rank  second  highest  in  the  nation  if  the  executive  recommendation 
for  tax  increase  is  approved  by  the  legislature. 


Table  2 

Gasoline  and  Diesel 

State  Taxes 

per  Gallon  -  All 

States 

Diesel 

Diesel 

State 

Gasoline 
ll<f 

Fuel 
12c 

State 
Mississippi 

Gasoline 
9C 

Fuel 

Alabama 

lOC 

Alaska 

8<t 

8C 

Missouri 

7C 

7e 

Arizona 

16<f 

16c 

Montana 

15c 

17c 

Arkansas 

13.5c 

12.5c 

Nebraska 

16.7c 

16. 7e 

California 

9C 

9C 

Nevada 

11.25c 

13« 

Colorado 

12(t 

13c 

New  Hampshire 

14c 

14c 

Connecticut 

16<f 

16c 

New  Jersey 

8C 

lie 

Delaware 

ll(t 

lie 

New  Mexico 

lie 

lie 

District  of  Columbia            15. 5« 

15.5c 

New  York 

8c 

10c 

Florida 

4« 

4c 

North  Carolina 

12c 

I2e 

Georgia 

7.5c 

7.5c 

North  Dakota 

13c 

13c 

Hawaii 

Ohio 

12c 

12c 

Hawaii  County 

16c 

18c 

Oklahoma 

lOC 

loe 

Honolulu  County 

18.5c 

20.5c 

Oregon 

lie 

lie 

Kauai  County 

15c 

17c 

Pennsylvania 

12c 

I2e 

Maui  County 

17c 

19c 

Rhode  Island 

13c 

i3e 

Idaho 

14.5c 

14.5c 

South  Carolina 

13c 

i3e 

Illinois 

13C 

15.5c 

South  Dakota 

13c 

13c 

Indiana 

14c 

15c 

Tennessee 

16c 

16c 

Iowa 

16c 

17.5c 

Texas 

lOc 

lOe 

Kansas 

ll<f 

13c 

Utah 

I4e 

i4e 

Kentucky 

lOc 

lOc 

Vermont 

13c 

14c 

Louisiana 

16c 

16c 

Virginia 

lie 

lie 

Maine 

14c 

14c 

Washington 

18  c 

18c 

Maryland 

13.5c 

13.5c 

West  Virginia 

10. 5e 

10. 5e 

Massachusetts 

ll«t 

lie 

Wisconsin 

17.5c 

17. 5e 

Michigan 

150 

15c 

Wisconsin 

17.5c 

17. 5e 

Minnesota 

17c 

Clearing  House  Tax  Guide 

17c 
-  May,  1986. 

Wyoming 

8c 

8e 

Source:   Commerce 
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A  comparison  between  the  LFA  and  the  executive  revenue  projections  for  motor 
fuels  tax  increase  is  shown  in  table  3.  The  LFA  estimate  is  $269,640  or  1  percent 
higher  than  the  executive  estimate. 

The  executive  budget  proposes  to  utilize  the  additional  tax  revenues  shown  in 
table  3  and  as  follows: 

1 .  Replace  the  mineral  royalties  tax  which  is  beinp  deposited  in  the  recon- 
struction trust  account.  This  money  would  then  be  diverted  to  the  school 
foundation  program  to  replace  general  fund.  This  would  require  amending 
Section  17-3-201,    MCA. 

2.  Coal  severance  taxes  now  being  deposited  in  the  reconstruction  trust  ac- 
count would  be  deposited  to  the  general  fund.  This  would  require  amend- 
ing Section  15-35-108,    MCA. 

3 .  The  interest  earnings  for  the  special  revenue  account  would  be  being  de- 
posited in  the  general  fund.  This  would  require  amending  Section 
17-5-911,   MCA. 

4.  The  highway  patrol  v;ould  be  totally  funded  from  the  highway  special  reve- 
nue fund.  This  would  reduce  the  costs  to  the  general  fund  by  $2.9  million 
in  fiscal  1987.  This  change  in  funding  is  discussed  in  the  Department  of 
Justice's  analysis. 

Using  LFA  estimates  the  revenue  increase  to  the  Department  of  Highways  will  be 
$3.1  million  -  the  executive  estimates  would  increase  the  revenues  $1.6  million. 
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Table  3 
Comparison  of  Legislative  Fiscal  Analyst  and  Executive  Revenue  Projections 

for  Issue  Gov.    2   -  Fiscal  1987 


Gasoline  Tax  Increase 
Diesel  Tax  Increase 

Tax  Increases 

Less:      Mineral  Royalties 
Coal  Severance  Tax 
Interest  Earnings 
Highway  Patrol  Shift 

Increase  to  Highways 


LFA 
Projections 

$20,942,640 
3,573,000 

24,515,640 

(7,914,750) 
(6,464,537) 
(4,100,000) 
(2.959,551) 

$_3^Q76^802_ 


Executive 
Projections 

$  20,756,000 
3,490,000 

24,246,000 

(6,705,000) 
(6,211,000) 
(6,764,000) 
(2,928,610) 

$_lj.637j.390_ 


LFA  Over 
Executive 

$   186,640 
83,000 

269,640 

(1,209,750) 
(253,537) 
2,664,000 
(30,941) 

l_1^439^412_ 


Table  4  is  a  combined  fund  analysis  of  the  special  revenue  account  and  recon- 
struction trust  account  showing  the  effect  of:  1)  the  additional  motor  fuels  taxes  es- 
timated to  be  generated  from  the  tax  increases,  2)  the  elimination  of  the  coal  sever- 
ance taxes,  mineral  royalties  taxes,  and  the  interest  earnings  in  fiscal  1987,  3)  the 
funding  switch  for  the  highway  patrol,  and  4)  the  5  percent  reduction  to  those  bud- 
gets funded  by  these  two  accounts.  LFA  revenue  projections  for  motor  fuels  tax 
increases,  mineral  taxes,  coal  severance  taxes,  and  interest  earnings  are  included  in 
table  4. 
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Table  4 
Combined  Highway  Special  Revenue  and  Reconstruction  Trust  Accounts 

Fiscal  1985  and   1987   Biennium 


Beginning  Fund  Balance 
Revenues 

Gasoline  Tax  (15c  gallon) 
(5c  gallon) 

Diesel  Tax  (17c  gallon 
(3c  gallon) 

U.S.  Minerals  Taxes 

Coal  Severance  Taxes 

GVW  Revenue 

Interest  Income 

Stores 

Prior  Year  Revenue  Adjustment 

Total  Revenues 

Total  Funds  Available 

Disbursements  and  Appropriations 
Highway  Traffic  Safety 

5  Percent  Reduction 
Department  of  Justice 

5  Percent  Reduction 
Highway  Patrol  Funding  Switch 
Department  of  Revenue 

5  Percent  Reduction 
Department  of  Commerce 

5  Percent  Reduction 
Pass  through  to  Local  Governments 
Long  Range  Building 
Department  of  Highways 

5  Percent  Reduction 
Change  in  Construction  Schedule 

Special  Revenue 
Reconstruction  Trust 

Total  Disbursements 

ENDING  FUND  BALANCE 


Fiscal  1985 

Fiscal  1986 

Fiscal  1987 

$  62,787,602 

$  74,908,467 

$ 

57,231,957 

60,957,345 

60,086,700 

63,218,750 

-0- 

-0- 

20,942,640 

19,278,727 

19,140,300 

20,100,700 

-0- 

-0- 

3,573,000 

8,890,580 

7,629,584 

-0- 

-0- 

1,683,781 

-0- 

24,254,407 

23,388,853 

23,772,742 

-0- 

4,100,000 

-0- 

-0- 

13,050,700 

13,309,443 

803,060 

-0- 

-0- 

$114,184,119 

$129,079,918 

$. 

144,917,275 

$176,971,721 

$203,988,385 

$ 

202,149,232 

$     65,468 

$     72,525 

$ 

73,946 

-0- 

-0- 

(3,535) 

6,432,468 

6,836,202 

6,662,869 

-0- 

-0- 

(467,676) 

-0- 

-0- 

2,959,551 

690,612 

725,055 

726,086 

-0- 

-0- 

(36,920) 

75,000 

75,000 

75,000 

-0- 

-0- 

(3,750) 

14,000,000 

14,000,000 

14,000,000 

425,649 

726,799 

947,069 

80,374,057 

135,384,138 

156,378,477 

-0- 

-0- 

(7,289,885) 

-0- 

(2,341,765) 

(8,230,731) 

-0- 

(8,721,526) 
$146,756,428 

1] 

1,545,895 

$102,063,254 

167,336,396 

$  74,908,467 

$  57,231,957 

$ 

=  = 

34jJ12^836 

Table  4  shows  that  after  the  funding  changes,  budget  cuts,  and  tax  increases  in 
the  Governor's  budget,  projected  fund  balance  at  the  end  of  the  biennium  is  $34.8 
million.  Without  the  additional  $24.5  million  of  fuel  taxes,  the  fiscal  1987  fund  balance 
would  be  $10.3  million. 
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The  changes  to  the  combined  special  revenue  and  reconstruction  trust  fund 
balance  resulting  from  the  executive  budget  proposals  are  shown  in  table  5.  Under 
the  Governor's  budget  the  Department  of  Highways  would  experience  an  increase  of 
$10.9  million  in  the  combined  state  special  revenue  and  highway  reconstruction 
accounts.  Without  changes,  the  fund  balance  was  projected  at  $23.9  million.  After 
the  executive  proposed  changes,   the  fund  balance  is  $34.8  million. 

Table  5 
Effect  of  Executive  Budget  Changes  to  Highway  Funds 

Fiscal  1987 

Fund  Balance  -  Before  Changes  in  Special  Session  III  $  23,934,271 

Add:      Fuel  Tax  Increases  24,515,640 

5  Percent  Budget   Cuts  7,801,766 

Total  Funds  Available  $  56,251,677 

Funds  Applied 

Funding  Switch  Highway  Patrol  $   (2,959,551) 

Coal  Severance  Taxes  to  General  Fund  (6,464,537) 

Mineral   Taxes  to  Foundation  Program  (7,914,750) 

Highway  Trust   Fund  Interest  in  General  Fund  (4,100,000) 

Total  Funds  Applied  $(21,438,838) 

Fund  Balance  after  Governor's  Proposed  Changes  I_Mj.S12j.SM_ 

Table  6  shows  that  there  would  be  $983,834  in  the  two  highway  state  special 
revenue  account  fund  balances  if  all  options  are  utilized  to  the  maximum  extent 
possible  and  the  executive  proposed  tax  increase  is  not  enacted. 
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Table  6 
Changes  in  Highway  Funds  if  all  Options  are  Taken  With  No  Tax  Increase 

Fund  Balance  -  Before  Changes  in  Special  Session  III  $  23,934,271 

Add:      5  Percent  Budget   Cuts  7,801,766 

Total  Funds  Available  $  31,736,037 

Funds  Applied 

Funding  Switch  Highway  Patrol  $   (2,959,551) 

Coal  Severance  Taxes  to  General  Fund   (LFA  Option)  (8,148,318) 

Mineral  Taxes  to  Foundation  Program   (LFA  Option)  (15,544,334) 

Highway  Trust  Fund  Interest  in  General  Fund  (4,100,000) 

Total  Funds  Applied  $(30.752,203) 

Fund  Balance  after  Maximum  Options  and  No  Tax  Increase  $ 983j.834_ 
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DEPARTMENT   OF   HIGHWAYS 

Budget  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%   Change 
FY85-FY87 

FTE 

1930.36 

1971.85 

2005.5 

1985.75 

13.90 

Personal  Service 
Operating  Expense 
Equipment 

$  46,840,651 

162,038,137 

5,860,036 

$  50,875,175 

204,127,160 

5,304,784 

$   52,589,087 

240,845,151 

7,944,199 

$  53,679, 

206,840, 

6,279, 

,919         5.5 
,139         1.3 
,994       18.4 

Total  Operating  Costs 
Non-Operating  Costs 

$214,738,824 
9,514,270 

$260,307,119 
30,315,694 

$301,378,437 
33,389,536 

$266,800, 
33,747, 

,052          2.5 
,389        11.3 

Total  Expenditures 

Fund  Source 

State  Special 
Federal  Revenue 
Other  Approp.    Funds 
Proprietary  Funds 

Total  Funds 


liHili^iMi  l^ifi^iiiiii^  |M|i|§Zi|I|    iMQiMZ^IIl      ^l^i 


$103,265,032   $141,292,717   $193,590,309  $170,378,477  20.6 

108,018,074      127,846,443      127,467,231  115,780,339  (9.4) 

-0-                7,419,946                -0-  -0- 

12,969,988       14,063,707        13,710,433  14.388,625  2.3 

tMiilM^^M  IIIQiiili^i^  $334^767^973  $300^547^441  AA_ 


ISSUES 


Fiscal  1986 ■ 

General  Fund        Other  Funds 


Fiscal  1987 

General  Fund        Other  Funds 


1.  Coal  Tax  Allocation    $(1,683,781)  $1,683,781 

2.  Mineral  Tax 

Allocation  $(7,629,584)  $7,629,584 


$(6,464,537) 
$(7,914,750) 


$6,464,537 
$7,914,750 


The  Montana  Department  of  Highways  is  responsible  for  designing,  constructing, 
maintaining,  and  regulating  Montana's  roads.  To  accomplish  these  tasks  the  depart- 
ment is  organized  into  several  programs:  general  operations,  construction, 
pre-construction,  maintenance,  equipment,  motor  pool,  service  revolving,  stores 
inventory,   gross  vehicle  weight,   and  capital  outlay. 

General  Operations  is  comprised  of  the  Highway  Commission,  director's  office, 
and  support  programs,  such  as  accounting,  budgeting,  personnel,  and  all  other 
services  necessary  to  the  overall  support  of  the  department. 
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The  Construction  Program  is  responsible  for  all  road  construction  and  recon- 
struction. This  includes  over-seeing  and  coordinating  work  done  by  private  contrac- 
tors. 

The  Pre-construction  Bureau  is  responsible  for  planning,  designing,  determining 
locations,  acquiring  right-of-ways,  conducting  public  hearings,  and  processing 
highway  project  bids  for  contract  awards. 

The  Maintenance  Program  is  responsible  for  managing  and  maintaining  all  roads 
for  which  the  state  is  responsible. 

The  Equipment  Division  is  responsible  for  the  purchase,  maintenance,  and  dis- 
tribution of  all  highway  equipment  except  for  those  vehicles  under  the  supervision  of 
the  motor  pool.  The  division  rents  the  vehicles  to  each  of  the  other  divisions  within 
the  department  such  as  construction  and  maintenance. 

The  State  Motor  Pool  operates  and  maintains  the  motor  pool  for  all  Helena  based 
departments.      These  vehicles  are  rented  to  each  agency  as  needed. 

The  Service  Revolving  Program  provides  support  services  in  the  areas  of  data 
processing,  printing,  photography,  airplane  use,  van  pool,  and  materials  adminis- 
tration for  the  department. 

The  Stores  Inventory  Program  is  the  central  materials  purchasing  program.  All 
materials  for  the  department  are  purchased  through  the  stores  program  and  are 
charged  out  to  each  division  based  on  usage. 

The  Gross  Vehicle  Weight  Division  is  responsible  for  enforcement  and  adminis- 
tration of  the  statutes  relating  to  vehicle  weights  on  the  state's  highways. 

The  Capital  Outlay  Program  is  the  sinking  fund  for  the  retirement  of  the  depart- 
ment's headquarters  building  bonds  and  the  repayment  of  all  other  highway  bonds. 

Table  1  shows  the  FTE  and  funding  level  for  each  of  the  programs. 
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Table  1 
Department  of  Highways  FTE  and  Funding  by  Program 

1987   Biennium 


-  -  -  Fiscal 

1986 

-  -  -  Fiscal 

1987 

Program 

FTE 

Funding 

FTE 

Funding 

General  Operations 

142.53 

$     7,263,069 

142.53 

$     7,350,513 

Construction 

650.40 

210,483,164 

619.65 

175,369,879 

Pre- Construction 

243.00 

14,458,563 

243.00 

12,076,626 

Maintenance 

662.83 

40,843,440 

662.83 

41,191,790 

Equipment 

120.35 

12,719,779 

120.35 

12,929,143 

State  Motor  Pool 

6.00 

886,347 

6.00 

741,006 

Service   Revolving 

73.25 

3,025,210 

73.25 

3,309,227 

Stores  Inventory 

0.00 

13,050,700 

0.00 

13,309,443 

Gross  Vehicle  Weight 

107.14 

3,264,365 

118.14 

3,706,215 

Capital  Outlay 

0.00 

14,773,336 

0.00 

16,563,599 

Total  Agency 

giQQ5^52 

i320^767^973 

1^985.75 

iMiiMI^Ml 

*Does  not  include  $14  million  transfer  to  cities  and  counties  each  fiscal  year. 

In  addition  to  the  funding  in  table  1,  the  department  is  appropriated  $14  million 
each  year  of  the  biennium  by  statute  for  distribution  of  gasoline  tax  revenues  to  the 
counties  and  cities  within  the  state. 

FTE  changes  from  fiscal  1985  to  fiscal  1987  are:  1)  1.5  FTE  word  processor 
position  added  in  General  Operations  because  of  increased  word  processing  from 
right-of-way  construction;  2)  11.0  FTE  positions  added  in  the  Pre-construction 
Bureau  due  to  increased  bridge  work;  and  3)  15.0  FTE  added  to  the  Gross  Vehicle 
Weight  Division,  4.0  FTE  supervisors  and  11.0  FTE  officers  to  enhance  enforcement. 
There  was  a  13.6  FTE  decrease  in  construction  positions.  The  number  of  positions  in 
the  Construction  Division  is  based  on  projections  by  the  department's  construction 
management  system. 

Personal  service  increases  of  5.5  percent  reflect  the  additional  positions,  plus  a 
$2.5  million  pay  plan  allocation.  Operating  expenses  increase  1.3  percent  primarily 
due  to  increased  contractor  payments  for  construction.  Non-operating  expenses 
consist   of  local   government   grants,    capital  expenditures,    and   bond   retirement   costs. 
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The  increase  in  non-operating  costs  of  11.3  percent  is  due  to  increased  bond 
retirement  costs. 

As  stated  previously,  the  Construction  Bureau  has  the  responsibility  of 
overseeing  the  highway  construction  projects  to  ensure  contract  compliance.  These 
contracts  may  be  short  term  or  can  span  a  number  of  years,  depending  on  the  size  of 
the  project.  Because  of  the  number  of  contracts  and  the  time  span,  the  department 
has  developed  a  computer  program  to  record  actual  expenditures  and  to  forecast 
future  expenditures  in  order  to  monitor  cash  flow. 

Contractor  payments  for  fiscal  1986  and  1987  are  shown  in  table  2,  and  reflect 
the  March  28,    1986  projections  from  the  department's  Project   Cost  Scheduling  Report. 

Table  2 
Department  of  Highways  Projected   Contractor  Payments  for  Road  Construction 

March   1986 


Fiscal  1986 

Bond  1 

Bond  : 

I 

Federal 

Recon  Trust 

State  Special 

Total 

Interstate 

$  6,556,111 

$3,407; 

,075 

$  75,045,149 

$   484,077 

$  1,464,378 

$  86,956,790 

Primary 

5,387,110 

-0- 

19,223,243 

16,702,660 

392,591 

41,705,604 

Secondary 

2,009,734 

-0- 

8,230,938 

26,970 

215,796 

10,483,438 

Urban 

1,351,946 

-0- 

5,403,206 

-0- 

100,068 

6,855,220 

Bridge  Repl 

1,493,661 

-0- 

5,850,292 

4,138,315 

280,754 

11,763,022 

Highway  Haz 

438,740 

-0- 

2,607,100 

7,306,376 

51,821 

10,404,037 

Forest  Hwy 

-0- 

-0- 

999,984 

-0- 

-0- 

999,984 

Off  System 

-0- 

-0- 

-0- 

271,297 

-0- 

271,297 

Total 

$17j,237^02 

$3j.407^075 

$117,359,912 

$28,929,695 

$2j^505j^408 

$169^439,392 

Fiscal  1987 

Interstate 

$1,683,710 

S9, 

,021 

,547 

$36,472,143 

$       -0- 

$  4,863,028 

$  52,040,428 

Primary 

3,558,557 

-0- 

26,332,119 

20,838,767 

4,303,593 

55,033,036 

Secondary 

352,642 

-0- 

9,824,582 

6,000 

3,016,913 

13,200,137 

Urban 

63,067 

-0- 

2,110,681 

-0- 

520,221 

2,693,969 

Bridge  Repl 

501,540 

-0- 

14,665,926 

7,575,299 

2,892,328 

25,635,093 

Highway  Haz 

84,346 

-0- 

1,494,843 

7,225,304 

93,735 

8,898,228 

Forest  Hwy 

-0- 

-0- 

1,956,537 

-0- 

-0- 

1,956,537 

Off  System 

-0- 

-0- 

-0- 

2,495,260 

-0- 

2,495,260 

Total 

$6^243^62 

$9,021 

dtl 

$92,856,831 

$38,140,630 

$15,689,818 

$161,952,688 
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Table    3    shows   the   contractor   payments   as   they   were  projected   during  the   1985 
legislative  session. 


Table  3 

Department  of  Highways  Appropriation  and  Projected  Contractor 

Payments  for  Road  Construction-March  1985 


Fiscal  1986 

Bond  1 

Bond  2 

Federal 

Recon  Trust 

State  Special 

Total 

Interstate 

$  6,871,079 

$22,984,973 

$  51,449,611 

$   -0- 

$2,591,327 

$  83,896,990 

Primary 

7,386,691 

-0- 

26,620,798 

2,400,000 

94,619 

36,502,108 

Secondary 

2,216,730 

-0- 

8,115,050 

-0- 

-0- 

10,331,780 

Urban 

1,052,169 

-0- 

3,937,944 

-0- 

475,128 

5,465,241 

Bridge  Repl 

1,663,230 

-0- 

6,335,935 

5,581,643 

-0- 

13,580,808 

Highway  Haz 

61,710 

-0- 

5,714,987 

4,728,692 

1,686,099 

12,191,488 

Off  System 

-0- 

-0- 

-0- 

24,940,886 
$37^651^^21 

-0- 

24,940,886 

Total 

$19,251,609 

$22,984,973 

$102,174,325 

$4,847,173 

$186^909^301 

Fiscal  1987 

Interstate 

$   -0- 

$   -0- 

$44,100,328 

$    -0- 

$10,990,067 

$  55,090,395 

Primary 

-0- 

-0- 

25,691,960 

4,513,450 

6,753,379 

36,958,789 

Secondary 

-0- 

-0- 

6,180,517 

-0- 

1,708,233 

7,888,750 

Urban 

-0- 

-0- 

2,604,357 

-0- 

719,845 

3,324,202 

Bridge  Repl 

-0- 

-0- 

8,922,011 

9,233,515 

2,232,188 

20,387,714 

Highway  Haz 

-0- 

-0- 

4,651,529 

9,462,683 

1,516,837 

15,631,049 

Off  System 

-0- 

-0- 

-0- 

13,385,087 
$36^594^735 

-0- 

13,385,087 

Total 

S   -0- 

======== 

$   -0- 

$92,150,702 

$23,920,549 

$152_j665^86 

Table  4  on  the  following  page  shows  a  comparison  of  the  type  of  highway 
contracts  anticipated  in  the  appropriation  of  House  Bill  500  and  the  department's 
revised  March,  1986  plans.  As  table  4  shows,  total  current  contractor  payment 
projections  done  in  March  1986  are  $8.2  million  less  than  was  projected  for  the  1987 
biennium  during  the  1985  session.  In  comparing  the  funding  changes  the  current 
projections  show  that  $10.6  million  less  will  be  spent  from  the  highway  special  revenue 
account,  $7.2  million  less  will  be  spent  from  the  reconstruction  trust  account  and  $6.3 
million  less  bond  funds  will  be  spent  in  the  1987  biennium  than  were  projected  during 
the  1985  session.      The  $17.7  million  decrease  in  expenditure  of  these  state  funds  and 
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the    $6.3    million    decrease    in    bond    funds   is    due    to    an    increase   in    federal    dollars    of 
$15.9  million  and  a  decrease  of  $8.2  million  in  highway  contracts. 


Table  4 
Comparison  of  the  1987  Biennium  Construction  Appropriation  Detail 
and  the  March  1986  Department  of  Highway  Plan 


System 

Interstate 
Primary 
Secondary 
Urban 

Bridge  Repl 
Highway  Haz 
Off  System 
Forest   Hwy 

Total  Costs 

Funding 

Bond  1 
Bond  2 
Federal 
Recon  Trust 
State  Special 

Total  Funding 


March   1985 
Appropriation 

$138,987,385 
73,460,897 
18,220.530 
8,789,443 
33,968,522 
27,822,537 
38.325,973 

-0- 

1339^575^287 


$  19,251,609 

22,984,973 

194,325,027 

74,245,956 

28,767,722 

$339^.575^287 


March  1986 

$138,997,218 

96,738,640 

23,683,575 

9,549,189 

37,398,114 

19,302,265 

3,495,244 

2,227,835 

$331.^392^080 


$  23,481,165 

12,428,623 

210,216,744 

67,070,326 

18,195,222 

$331^392^080 


Difference 

$  9,833 

23,277,743 

5,463,045 

759,746 

3,429,592 

(8,520,272) 

(34,830,729) 

2,227,835 

$i_8.^183^207i 


$     4,229,556 
(10,556,350) 
15,891,717 
(7,175,630) 
(10,572,500) 

$_i8^183.^207i 


Highway  department  personnel  stated  two  reasons  for  the  decreased  contractor 
payment  projections:  1)  the  August  rains  and  early  winter,  which  were  the  primary 
factors;  and  2)  the  economy.  Projections  used  for  the  1985  session  had  a  higher 
inflation  rate  than  the  state  is  actually  experiencing  in  both  labor  and  materials  costs. 
In  addition,  the  type  of  highway  projects  to  be  done  has  changed  substantially,  as 
shown  in  table  4.  Off-system  and  highway  hazard  work  is  down  $43.3  million  while 
the  other  types  of  construction  projects  are  up,  with  the  $23.3  million  increase  in  the 
primary  system  the  largest  increase.  Language  in  House  Bill  500  allows  the 
Department   of   Highways   to   alter   the   construction   projects,    but   expresses   the  intent 
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that    the    funds    be    spent    substantially   in    accordance    with    the    estimated   expenditure 

shown  on  the  work  plan.      The  language  reads  as  follows: 

The  Legislature  anticipates  the  department  will  proceed  during  the  1987 
biennium  with  the  projects  and  right-of-way  acquisitions  listed  in  its 
revised  work  plain  presented  to  the  legislative  subcommittee  on  general  gov- 
ernment and  highways  and  spend  funds  substantially  in  accordance  with  the 
estimated  expenditures  shown  on  that  work  plan.  The  Department  shall  re- 
port to  the  1987  Legislature  any  significant  deviation  in  projects  undertaken 
or  funds  expended  from  that  work  plan.  The  Department  v;ill  be  allov/ed  to 
adjust  appropriations  in  the  construction  and  preconstruction  programs  be- 
tween fiscal  years  and  funding  sources  to  reflect  actual  expenditures  relat- 
ed to  the  projected  work  plan. 

Highway  Special  Revenue  Account 

The  Department  of  Highways  receives  the  majority  of  its  state  monies  from  the 
highway  special  revenue  account.  Revenues  in  this  account  primarily  come  from  gaso- 
line tax,  diesel  tax,  G.V.W.  revenues,  and  interest  income.  Table  5  on  the  following 
page  shows  revenues,  expenditures,  and  the  remaining  balances  for  fiscal  1985 
through  fiscal  1987. 
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Table  5 

Highway   Special  Revenue  Account 

Fiscal  1985  and  1987   Biennium 


Beginning  Fund  Balance 

Revenues 

Gasoline  Tax 

Diesel  Tax 

GVVV  Revenue 

Interest   Income 

Stores 

Prior  Year  Revenue  Adjustment 

Total  Revenues 

Total  Funds  Available 

Disbursements  and  Appropriations 
Highway  Traffic  Safety 
Department  of  Justice 
Department  of  Highways 
Department  of  Revenue 
Department  of  Commerce 
Pass  through  to  Local  Govt's 
Transfer/ Reconstruction  Trust 
Long-Range  Building 

Total  Disbursements 

Ending  Fund  Balance 


Fiscal 

1985 

$ 

54,250,350 

60,957.345 

19,278,727 

24,254,407 

-0- 

-0- 

803,060 

$105,293,539 
$159,543,889 


$     65,468 

6,432,468 

70,008,258 

690,612 

75,000 

14,000,000 

-0- 

425,649 

$  91,697,455 

$-67^846^434 


Construction  Schedule  Adjustments 
REVISED   FUND   BALANCE 


Fiscal 

Fiscal 

1986 

1987 

$ 

67,846,434 

$  43,915,136 

60,086,700 

63,218,750 

19,140,300 

20,100,700 

23,388,853 

23,772,742 

4,100,000 

4,100,000 

13,050,700 

13,309,443 

-0- 

-0- 

$119,766,553 
$187,612,987 


$     72,525 

6,836,202 

89,212,270 

725,055 

75,000 

14,000,000 

32,050,000 

726,799 

$143,697,851 

$_43^915^136 


$124,501,635 
$168,416,771 


$ 


73,946 

6,662,869 

112,272,133 

726,086 

75,000 

14,000,000 

29,600,000 

947,069 


$164, 

,357, 

,103 

$. 

4^059^668 

$ 

10, 

,572, 

,500 

i. 

14^632^168 

Language  in  House  Bill  500  states: 

The  department  shall  manage  the  program  with  the  intent  to  end  the  1987 
biennium  with  approximately  a  $10  million  cash  balance  in  the  highway  special 
revenue  account  in  the  state  special  revenue  fund. 

With  the  appropriations  in   House  Bill  500,   the  agency  should  end  fiscal  1987  with 

a   $4.1    million    fund    balance.      However,    with   the    Department    of   Highway's    change   in 

the   construction    schedule,    the    ending   fiscal    1987    fund    balance   is    projected    at    $14.6 
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million.      This  fund  balance  is  conservative  in  that  it  does  not  anticipate  any  reversion 
of  appropriation  authority  from  the  agency's  other  operations. 

Highway  Reconstruction  Trust  Account 

The  highway  reconstruction  trust  account  was  authorized  by  the  48th  legislature 
to  provide  funds  for  federal-aid  interstate,  primary,  and  secondary  highway  systems 
without  the  financial  district  law  distribution  requirements.  Funding  comes  from  37,5 
percent  of  the  state's  share  of  mineral  royalties  provided  to  the  state  by  the  Federal 
Mineral  Leasing  Act  of  1920,  coal  severance  tax  as  allocated  by  Section  15-35-108, 
MCA,  and  the  transfer  of  $32,050,000  and  $29,600,000  from  the  highway  special  reve- 
nue account  in  fiscal  1986  and  1987  respectively.  Table  6  on  the  following  page 
shows  the  actual  and  anticipated  revenues  and  expenditures  for  fiscal  1985  through 
fiscal  1987.  Revenue  estimates  are  based  upon  LFA  projections  and  expenditures  re- 
flect the  appropriations  made  by  the  49th  legislature  for  fiscal  years  1986  and  1987, 
except  for  the  Department  of  Highway's  construction  changes  shown  in  table  3. 


Table  6 

Highway  Reconstruction   Trust  Account 

Fiscal  1985  and  1987   Biennium 


Beginning  Fund  Balance 

Add:    U.S.    Minerals  Taxes 
Coal  Severance  Taxes 
Gas  Tax  Transfer 

Total  Funds  Available 

Less:    Disbursements 

Ending  Fund  Balance 

Construction   Schedule  Adjustments 
REVISED   FUND   BALANCE 


Fiscal  1985 

$   8,537,252 

8,890,580 
-0- 
-0- 

$17,427,832 

10,365,799 

$_7j.062j.033 


Fiscal  1986 

$  7,062,033 

7,629,584 

1,683,781 

32,050,000 

$48,425,398 

46,171,868 

$_2j.253j.530 


Fiscal  1987 

$  2,253,530 

7,914,750 

6,464,537 

29,600,000 

$46,232,817 

44,106.344 

$  7,175,630 
$_9^302^103 
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Since  the  highway  reconstruction  revenues  are  primarily  from  the  highway  state 
special  revenue  account ,  for  purposes  of  cash  flow  and  fund  balance  these  two 
accounts  can  be  considered  as  one.  Table  7  shows  the  two  accounts  combined  for 
fiscal  years  1985  through   1987. 

Table  7 
Combined  Highway  Special  Revenue  and  Reconstruction  Trust  Accounts 

Fiscal  1985  and  1987   Biennium 


Beginning  Fund  Balance 
Revenues 

Gasoline  Tax  (15c  gallon) 

Diesel  Tax  (17c  gallon 

U.S.  Minerals  Taxes 

Coal  Severance  Taxes 

GVW  Revenue 

Interest  Income 

Stores 

Prior  Year  Revenue  Adjustment 

Total  Revenues 

Total  Funds  Available 

Disbursements  and  Appropriation 

Highway  Traffic  Safety 

Department  of  Justice 

Department  of  Revenue 

Department  of  Commerce 

Pass  through  to  Local  Governments 

Long  Range  Building 

Department  of  Highways 
Change  in  Construction  Schedule 

Special  Revenue 

Reconstruction  Trust 

Total  Disbursements 
ENDING  FUND  BALANCE 


Fiscal 

Fiscal 

Fiscal 

1985 

1986 

1987 

$  62,787,602 

$  74,908,467 

$  57,231,957 

60,957,345 

60,086,700 

63,218,750 

19,278,727 

19,140,300 

20,100,700 

8,890,580 

7,629,584 

7,914,750 

-0- 

1,683,781 

6,464,537 

24,254,407 

23,388,853 

23,772,742 

-0- 

4,100,000 

4,100,000 

-0- 

13,050,700 

13,309,443 

803,060 

-0- 

-0- 

$114,184,119 

$129,079,918 

$138,880,922 

$176,971,721 

$203,988,385 

$196,112,879 

$     65,468 

$     72,525 

$    73,946 

6,432,468 

6,836,202 

6,662,869 

690,612 

725,055 

726,086 

75,000 

75,000 

75,000 

14,000,000 

14,000,000 

14,000,000 

425,649 

726,799 

947,069 

80,374,057 

135,384,138 

156,378,477 

-0- 

(2,341,765) 

(8,230,734) 

-0- 

(8,721,526) 
$146,756,428 

1,545,895 

$102,063,254 

$172,178,608 

$  74.908,467 

$  57,231^^957 

$  23^934 j271 
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ISSUE   1:      REDIRECT   THE   HIGHWAY   COAL   SEVERANCE   TAX   ALLOCATION 

Revenues  in  the  highway  reconstruction  trust  account  include  an  allocation  of  the 
coal  severance  tax  for  highway  reconstruction.  The  dollar  amounts  of  this  allocation 
are  shown  in  table  8. 

Table  8 
Coal  Severance  Tax  Allocated  to  Highway  Reconstruction 

Fiscal  Year  Allocation 

1986  $1,683,781 

1987  $6,464,537 

Total  |§Ui|i|l§ 

The  allocation  of  the  coal  severance  tax  is  authorized  in  Section  15-35-108,  MCA, 
which  states  in  two  separate  parts  of  this  section,   paragraphs   (2)   and  (3)(i): 

(2)  Starting  July  1,  1986,  and  ending  June  30,  1987,  6  percent  of 
coal  severance  tax  collections  are  allocated  to  the  highway  recon- 
struction trust  fund  account  in  the  state  special  revenue  fund. 
Starting  July  1,  1987,  and  ending  June  30,  1993,  12  percent  of 
coal  severance  tax  collections  are  allocated  to  the  highway  recon- 
struction trust  fund  account  in  the  state  special  revenue  fund. 

(3)  Coal  severance  tax  collections  remaining  after  the  allocations 
provided  by  subsections  (1)  and  (2)  are  allocated  in  the  following 
percentages  of  the  remaining  balance: 

(j)  4  percent  until  July  1,  1987,  to  the  highway  recon- 
struction trust  fund  account  in  the  state  special  revenue 
fund; 

The  6  percent  in  paragraph  (2)  does  not  take  effect  until  fiscal  1987,  which  ex- 
plains the  difference  in  the  dollar  amounts  between  the  two  fiscal  years. 

Paragraph  3(k)  Section  15-35-108,  MCA,  states  that  all  other  revenues  from 
severance  taxes  remaining  after  all  allocations  are  made  will  go  to  the  general  fund. 

Table  7  which  reflects  the  cash  flow  for  the  combined  highway  special  revenue 
and  reconstruction  trust  accounts,  shows  that  the  accounts  will  have  a  $23.9  million 
fund  balance  at  the  end  of  fiscal   1987.      This  balance   assumes  only  the  reversion   for 
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the  contractor  payments  and,  therefore,  reflects  a  conservative  dollar  amount.  The 
legislature  may  choose  to  eliminate  the  allocation  of  coal  severance  tax  to  the  highway 
reconstruction  trust  fund  for  the  1987  biennium.  This  could  be  accomplished  by 
amending  Section  15-35-108,  MCA,  to  state  that  allocations  of  coal  severance  tax  going 
to  the  highway  reconstruction  trust  fund  be  deposited  in  the  general  fund  for  the 
1987  biennium.  This  would  increase  general  fund  revenues  by  $8.1  million,  which  is 
the  biennium  total  of  coal  severance  taxes  shown  in  table  8. 

If  the  above  option  is  passed  by  the  legislature,  the  department  will  be  able  to 
retroactively  change  the  fund  source  for  fiscal  1986  expenditures  by  journal  voucher 
until  about  July  18, 

Option  A:       Amend   Section   15-35-108,    MCA,    to  deposit  the  allocation  of  coal  sever- 
ance tax  for  highway  reconstruction  into  the   general  fund  for  the   1987 
biennium.      This   will  increase    general   fund   revenues  by   $8,148,318   for 
the  1987  biennium. 
Option  B :       Take  no  action. 

ISSUE   2:      REALLOCATE   THE   U.S.    MINERAL   TAX   REVENUES 

The  state  of  Montana  receives  monies  each  year  from  the  federal  government  from 

the     Minerals     Leasing     Act     of     1920     (30-USC-191) .        These     funds     are     statutorily 

distributed    to   the    school   foundation    program    and   to   the   department's    reconstruction 

trust  fund  by  Montana  law,   as  shown  in  the  following  sections. 

17-3-201,  MCA.  Deposit  of  gas  and  oil  royalties  from  federal 
government  in  highway  account.  For  each  fiscal  year  beginning 
on  or  after  July  1,  1983,  and  ending  on  or  before  June  30,  1993, 
the  state  treasurer  shall  pay  37i  percent  of  the  moneys  received 
from  the  treasurer  of  the  United  States  as  the  state's  share  of 
gas,  oil,  and  other  mineral  royalties  under  the  federal  Mineral 
Lands  Leasing  Act,  as  amended,  to  the  highway  reconstruction 
trust  fund  account  in  the  state  special  revenue  fund. 

20-9-343,  MCA.  Definition  of  and  revenue  for  state  equalization 
aid.  As  used  in  this  title,  the  term  "state  equalization  aid" 
means  those  moneys  deposited  in  the  state  special  revenue  fund 
as  required  in  this  section  plus  any  legislative  appropriation  of 
moneys  from  other  sources  for  distribution  to  the  public  schools 
for  the  purpose  of  equalization  of  the  foundation  program. 
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(3)  The  following-  shall  be  paid  into  the  state  special  revenue 
fund  for  state  equalization  aid  to  public  schools  of  the  state: 

(d)  625  percent  of  the  moneys  received  from  the  treasurer 
of  the  United  States  as  the  state's  share  of  oil,  gas,  and 
other  mineral  royalties  under  the  federal  Mineral  Lands  Leas- 
ing Act,   as  amended; 

The  language  in  the  Minerals  Leasing  Act   (30-USC-191) ,    v?hich  restricts   the  use 

of  the   money   by   the   recipient    states,    is   very   general   and    gives   the   states   a   great 

deal   of  latitude.      The   following  is    the   quote   from    30-USC-191    related   to   the    use   of 

the  funds: 

.  .  .  to  be  used  by  such  state  and  its  subdivisions,  as  the  leg- 
islature of  the  state  may  direct  giving  priority  to  those  subdi- 
visions of  the  state  socially  or  economically  impacted  by  develop- 
ment of  minerals  leased  under  this  chapter,  for  (i)  planning  (ii) 
construction  and  maintenance  of  public  facilities,  and  (iii)  pro- 
vision of  public  services; 

Contact  with  the  Department  of  Interior  Mineral  Management  Service  in  Denver 
confirmed  that  all  revenues  received  by  the  state  of  Montana  for  minerals  tax  were 
distributed  under  the  provisions  of  30-USC-191. 

The  projected  distribution  of  these  revenues  for  the  highway  reconstruction 
trust  fund  is  shown  in  table  9. 

Table  9 
US  Minerals  Tax  Distribution  to  Highway  Reconstruction  Trust  Fund 

1987  Biennium 

Fiscal  Year  Distribution 

1986  $  7,629,584 

1987  7,914,750 

Total  115^544^334 


Table  7  shows  the  combined  funds  will  have  a  sufficient  balance  to  replace  these 
revenues  in  the  1987  biennium.  These  funds  could  then  be  diverted  to  the  school 
foundation  program  and  thus  decrease  the  general  fund  by  a  like  amount. 
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Option  A:  Amend  Section  17-3-201,  MCA,  to  allocate  the  mineral  tax  monies  going 
to  the  highway  reconstruction  account  to  the  school  foundation  account 
for  the  1987  biennium  and  allow  the  department  to  replace  these  funds 
in  part  or  totally  with  highway  special  revenue  account  funds.  This 
will  save  the  general  fund  approximately  $15,544,334  for  the  1987  bien- 
nium. 

Option  B :      Amend  Section  17-3-201,   MCA,   to  deposit  the  mineral  tax  monies  going 
to  the  highway  reconstruction  account  to  the  general  fund  for  the  1987 
biennium    and    allow    the    department    to   replace   these    funds   in   part   or 
totally    with    highway    special    revenue    account    funds.       This    will    add 
approximately  $15,544,334  to  the  general  fund  revenues. 

Option  C :      Take  no  action. 

Summary 

If  both  Issues  1  and  2 ,  the  executive  proposed  5  percent  reduction  and  the 
highway  patrol  funding  switch  are  adopted  by  the  legislature,  then  the  projected  fund 
balance  of  the  accounts  would  be  less  than  the  $10  million  which  is  referenced  in 
House  Bill  500,   as  shown  in  table  10. 

Table  10 
Projected  Fiscal   1987   Fund  Balance  of  the  Highway   State  Special  Revenue 
Account  if  Issues   1   and  2,    the  Highway  Patrol  Funding  Switch, 
and  the  Executive  5  Percent  Reduction  are  Adopted  by  the  Legislature 

Projected  Fund  Balances  -  Fiscal  1987  $  23,934,271 

Add:       Executive  Proposed  5  Percent  Reduction  $     7,801,766 

Funds  Available  $  31,736,037 

Less:      Issue  1:      Coal  Tax  Division  $    (8,148,318) 

Issue  2:      Mineral  Tax  Division  (15,544,334) 

Highway  Patrol  -  LFA  (2.863,688) 

Total  Reduction  $  26,556,340 


Projected  Fund  Balance  After  Issues 

and  5  Percent  Reduction  ^^^^Al^A^l. 
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If    a    $10    million    dollar    fund    balance    were    to    be  maintained    in    the    account,    it 

would   be   necessary    for   the   legislature   to  increase   the  gasoline   tax   by    1.5    cents   per 

gallon.       This    would    increase    revenues    approximately  $6,282,792,     making    the    fund 
balance  $11,462,489. 
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HUMAN  SERVICES   SUBCOMMITTEE 


Governor's  Issues 
Across  the  Board  Cuts 

Health  &  Env.  Sciences 

Labor  and  Industry 

Employment  Services 

Social  &  Rehab.  Services 

Total  Across  the  Board  Cuts 

Department  of  Health 

1.   House  Bill  633  Subdivisions 
?.   House  Bill  A30  Genetics 

3.  House  Bill  344  Family  Physicians 

4.  House  Bill  922  Hazardous  Waste 
Department  of  T.abor 

1.  Pon.-i  1 1  y  .ind  Interest 
Socldl  it   Keluib.  Services 

1.  Maintain  Benefits 

2.  Continue  Benefit  Saving 

3.  Limit  GA  Benefits 

4.  Other  Benefit  Reductions 

5.  Increased  Matcliing  Rate 

Total  Policy  Cuts 
TOTAL  GOVERNOR'S  CUTS 


General  Fund 

-  -  Fiscal  1987  - 

-  -  - 

%   Cut 

General  Fund 

Other  Funds 

Total 

4.5 

$   170,787 

$ 

155,374 

s 

326,161 

1.3 

14,200 

338 

14,538 

18.2 

60,893 

-0- 

60,893 

2.0 

756,732 

— 

357,839 

— 

1,114,571 

1.2 

$  1,002,612 

$ 

513,551 

$ 

1,516,163 

S     6,991 

$ 

-0- 

$ 

6,991 

13,000 

-0- 

13,000 

1,750 

-0- 

1,750 

-0- 

52,687 

52,687 

363,793 

(363,793) 

-0- 

1,929,983 

-0- 

1,929,983 

90,000 

-0- 

90,000 

1,100,000 

-0- 

1,100,000 

235,568 

-0- 

235,568 

1,221,947 
$  4,963,032 

s. 

-0- 

s. 

1,221,947 

(311,106) 

4,651,926 

$  5,965^44 

s 

__202^445 

I 

6^168^089 

LFA  Policy  Options 
Department  of  Health 

Water  Test  Fees 

Board  of  Health  Legal  Fees 

Wastewater  Operator  Fund 

RIT  Funds  -  Superfund 

Vital  Statistics 

Emergency  Medical  Services 

Water  (Quality  Management 

Food  and  Consumer  Safety 

Management  Services  Admin. 

Dental  Bureau 
Labor  and  Industry 

Apprenticeship  Bureau 
Social  and  Rehabilitation  Services 

Surplus  Assumed  County  Mlllnge 

Personnel  Reduction 

Emergency  General  Assistance 

Eligibility  Technicians 

Legal  Services 

Social  Workers 

Big  Brothers  and  Sisters 


35,250 

S   (35,250) 

$     -0- 

5,000 

-0- 

5,000 

27,000 

(27,000) 

-0- 

200,000 

-0- 

200,000 

10,000 

(10,000) 

-0- 

10,000 

-0- 

10,000 

7,127 

-0- 

7,127 

25,017 

-0- 

25,017 

42,176 

-0- 

42,176 

49,385 

32,878 

82,263 

150,760 


-0- 


150,760 


s 

800,000 

S  (800,000) 

S     -0- 

90,851 

149,864 

240,715 

100,000 

-0- 

100,000 

32,303 

(60,597) 

(28,294) 

150,000 

-0- 

150,000 

222,377 

31,768 

254,145 

Continued 

56,500 

-0- 

56,500 
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Social  and  Rehabilitative  Services  -  Continued 

Foster  Care  Services 

Alcohol  and  Drugs 

Waiver  Services 

Youth  Treatment  Center 

Non-Resldent  DD  Services 

Expanded  DD  Services 
Supplemental  Issues 

General  Assistance 

AFDC  Payments 

AFDC  Eligibility 

Federal  Match 

TOTAL  LFA  OPTIONS 

COMBINED  GOVERNOR'S  CUTS  AND  LFA  OPTIONS 
LESS:   Duplicate  Cuts 

TOTAL  UNDUPLICATED  CUTS 


General    Fund 

Other   Funds 

Total 

58,764 

114,070 

172,834 

225,000 

-0- 

225,000 

229,882 

397,420 

627,302 

651,993 

1,350,441 

2,002,434 

2,636,786 

-0- 

2,636,786 

708,700 

-0- 

708,700 

858,797 

-0- 

858,797 

1,950,505 

4,203,835 

6,154,340 

325,452 

964,126 

1,289,578 

1,240,389 

(1,240,389) 
$   5^071j^l66 

-0- 

$10,900^014 

$15,971,180 

$16,865,658 

$   5,273,611 

$22,139,269 

2,528,202 

52,687 

2,580,889 

$14^337^456 

$_5^220^924_ 

$19^558^380_ 

Table  1  lists  the  duplications  between  the  Governor's  cuts  and  the  LFA  Options. 


Table  1 
Duplication  Between  Governor's  Cuts  and  LFA  Options 


Agency/ Issue 

Department  of  Health 

1.  Board  of  Health  Legal  Fees 

2.  RIT  Superfund 

3 .  Water  Quality  Management 

4.  Food   &  Consumer  Safety 

5.  Management  Services  Admin. 

6.  Dental  Bureau 
Department  of  Labor 

1.  Apprenticeship  Bureau 
Social  and  Rehabilitation  Services 

1 .  Personnel  Reduction 

2.  Eligibility  Technicians 

3.  Legal   Services 

4.  Social  Workers 

5.  Big  Bros,    and  Sisters 

6.  Federal  Match 

7.  AFDC   Freeze 

8.  General  Assistance  Freeze 

TOTAL 


lor's  Cut 

LFA   Option 

Duplication 

8,000 

$ 

5,000 

$ 

5,000 

52,687 

200,000 

52,687 

19,000 

7,127 

7,127 

16,540 

25,017 

16,540 

20,000 

42,176 

20,000 

1,213 

24,263 

1,213 

154,793 

275,594 
31,438 
50,000 

219.146 

88,020 

1,221,947 

461.490 

196,190 

$2^816^058 


150,760 

90,851 

32,303 

150,000 

222.377 

56.500 

1,240,389 

759.572 

237.694 

$3^,244^.029 


150,760 

90.851 

31.438 

50.000 

219.146 

56,500 

1,221,947 

461,490 

196,190 

$2^,580^.889 
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Budget   Items 

F.T.E. 

Personal   Service 
Operating  Expense 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


House  Bill  500 

238.25 

$   6,438,632 

11.100,608 

12,705 

$17,551,945 
5,939,506 

|23^42I^4&1 


-   Fiscal   1987   

Governor's  Budget 

238.25 

$  6,341,741 

10,796,910 

12,705 

$17,151,356 
5,939.506 

$23^090^862 


Difference 

0.00 

$  96,891 
303,698 
-0- 

$400,589 
-0- 

$400^589 


General  Fund 
State  Special 
Federal  Revenue 

Total  Funding 


$  3,415,733 

2,288,157 

17,787,561 

123^491^51 


$  3,223,205 

2,080,096 

17,787,561 

$23^090^862 


$192,528 
$208,061 
-0- 

1400^589 


ISSUES   IN   GOVERNOR'S   BUDGET 


Fiscal  1987  

General  Fund  Other  Funds 


Gov.l.    5   Percent   Cut 
Director's  Office 

A.  Renal  Program 

B .  Board  of  Health  Legal 

C.  Director's  Office  FTE 
Environment.'!!  Sciences  Division 

D.  Food  and  Consumer  Safety  FTE 

E.  Occupational  Health  Operating 

F.  Water  Quality  Management   Grants 

G.  Air  Quality  FTE 

H.    Solid  Waste  Operating 

I.   Environmental  Quality  Protection  Fund 

J.   Junk  Vehicle 

K.    RIT   Solid  Waste 
Management  Services  Division 

L.   Management  Services  FTE 
Health  Services  Division 

M.   Clinical  Bureau  FTE 

N.   Dental  Bureau  Travel 

O.   Emergency  Medical  Services 

P.    Health  Planning  FTE 
Gov.    2.      House  Bill  633   -   Subdivisions 
Gov.    3.      House  Bill  430   -   Genetics 
Gov.    4.      House  Bill  344   -   Physicians 
Gov.   5.      House  Bill  922   -  Hazardous  Waste  Facility 


$(18,750) 

-0- 

$(8,000) 

-0- 

$(18,250) 

-0- 

$(16,540) 

-0- 

$(4,000) 

-0- 

$(19,000) 

-0- 

$(12,640) 

-0- 

$(3,905) 

-0- 

-0- 

$(50,000) 

-0- 

$(52,687) 

-0- 

$(52,687) 

$(20,000) 

-0- 

$(27,034) 

-0- 

$(1,213) 

-0- 

$(15,183) 

-0- 

$(6,272) 

-0- 

$(6,991) 

-0- 

$(13,000) 

-0- 

$(1,750) 

-0- 

-0- 

$(52,687) 
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ISSUE   GOV.    1:      5   PERCENT   CUT 

Followinpf  is  a  brief  description  of  the  13   general  fund  and  3   state  special  reve- 
nue components  of  the  Governor's  5  percent  reductions  in  the  Department  of  Health. 

A.  Renal  Program  Reduction:  The  Renal  Program  provides  payments  to  medical 
providers  for  certain  expenses  of  qualified  persons  suffering  from  end-stage 
renal  disease.  The  program  pays  certain  bills  not  reimbursable  by  Medicare  or 
the  patient's  own  insurance.  The  Governor  is  proposing  to  cut  the  1987  general 
fund  appropriation  of  $125,000  by  15  percent,   or  $18,750. 

B.  Board  of  Health  Legal.  For  a  detailed  discussion,  see  LFA  Issue  2.  The  Gov- 
ernor is  proposing  eliminating  the  entire  $8,000  appropriation. 

C.  Director's  Office  FTE.  The  information  officer  in  the  Director's  Office  is  retir- 
ing. The  Governor  proposes  keeping  the  position  vacant  in  fiscal  1987  for  a 
savings  of  $18,250. 

D.  Food  and  Consumer  Safety  FTE.  For  a  detailed  discussion,  see  LFA  Issue  8. 
The  Governor's  savings  total  $16,540. 

E.  Occupational  Health  Operating.  The  Governor  proposes  reducing  utilities  and 
repair  and  maintenance  expenses  by  $4,000. 

F.  Water  Quality  Management  Grants.  The  Governor  proposes  eliminating  the 
$19,000  contract  with  the  University  of  Montana  to  monitor  the  trophic  status  of 
I'lathoad   Lake. 

G.  Air  Quality  FTE.  One  position  currently  vacant  will  be  kept  open  to  incur  va- 
cancy savings  of  $12,640.  The  Air  Quality  Bureau  receives  a  federal  grant 
with  maintenance  of  effort  requirements.  The  department  has  not  yet  received 
clearance  from  the  federal  government  to  reduce  the  state  level  of  effort. 

H.  Solid  Waste  Operating.  Operating  expenses  would  be  cut  5  percent,  or  $3,905. 
No  specific  cuts  were  proposed. 

I.  Environmental  Protection  Fund.      The  department  received  a  $1,000,000  authority 

to  allow  them  to  respond  to  any  release  of  hazardous  materials.  The  Governor 
proposes  reducing  this  authority  by  $50,000.  There  are  no  funds  associated 
with  this  authority. 

J.  Junk   Vehicle.      The  contingency   fund  of  $100,000   provided  in   the  event  the  cost 

of  crushing  vehicles  exceeds  the  scrap  value  of  those  vehicles  would  be  reduced 
by  $52,687.  The  contingency  fund  has  never  been  used  for  the  purpose 
assigned. 

K.  RIT  Solid  Waste.  For  a  detailed  discussion,  see  LFA  Issue  4.  The  department 
proposes  reducing  the  appropriation  by  $52,687. 

L.  Management  Services  Division.  Vacancy  savings  due  to  the  vacancy  of  the 
division  administrator  position  would  be  taken,  saving  $20,000.  For  a  related 
discussion,    see  LFA  Issue  9. 
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M.  Clinical  Bureau  Administration.  The  division  administrator  is  cutting  back  the 
number  of  hours  worked.  His  position  would  be  reduced  to  .75  FTE  to  reflect 
this  reduction,  saving  $15,465.  Clinic  and  seminar  expenses  would  be  reduced 
$11,569. 

N.  Dental  Program.  The  Governor  proposes  reducing  out-of-state  travel  by 
$1,213. 

O.  Emergency  Medical  Services.  Vacancy  savings  of  $7,724  would  be  taken  due  to 
a  vacant  clerical  position.     Operating  expenses  would  be  reduced  $7,459. 

P.  Health  Planning.  Vacancy  saAings  of  $6,272  would  be  taken  due  to  the  vacancy 
of  the  librarian  position.  The  bureau  receives  a  federal  grant  with  maintenance 
of  effort  requirements.  Clearance  to  reduce  the  level  of  effort  has  not  yet 
been   received . 

ISSUE   GOV.  2:      HOUSE   BILL   633   -    SUBDIVISIONS 

Expenses  for  operating  the  Subdivisions  Program  of  the  Water  Quality  Bureau 
were  contained  in  House  Bill  633  and  are,  therefore,  not  included  in  the  above  table. 
The  Governor  proposes  an  across-the-board  reduction  of  5  percent  in  the  program 
totaling  $6,991  and  has  included  these  savings  in  the  total  5  percent  reduction.  The 
reductions  wovild  be  made  in  contract  services  and  travel. 

ISSUE   GOV.   3:      HOUSE   BILL   430   -   GENETICS 

The  department  received  a  biennial  appropriation  of  $520,000  in  House  Bill  430 
to  contract  with  Shodair  hospital  for  a  genetics  program .  These  funds  are  not 
included  in  the  above  table.  The  Governor  proposes  reducing  the  fiscal  1987  contract 
by  an  amount  equal  to  2.5  percent  of  the  biennial  appropriation,  or  $13,000,  and  has 
included  these  savings  in  the  total  5  percent  reduction. 

ISSUE   GOV.    4:      HOUSE  BILL   344   -  FAMILY   PRACTICE   PHYSICIANS 

The  department  was  appropriated  $70,000  over  the  biennium  in  House  Bill  344  to 
contract  with  a  private  firm  to  train  physicians  in  family  practice  and  to  attract 
resident  physicians  to  the  state.  These  funds  are  not  included  in  the  above  table. 
The  Governor  proposes  reducing  the  contract  by  2.5  percent,  or  $1,750,  and  has 
included  these  savings  in  the  total  5  percent  reduction. 
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ISSUE   GOV.    5:      HOUSE   BILL   922   -   HAZARDOUS   WASTE   FACILITY 

The  depnrtment  received  a  biennial  approprintion  of  $800,000  to  study  and  build 
a  facility  to  collect  and  transfer  hazardous  waste.  The  funds  were  appropriated  to 
the  Department  of  Natural  Resources  and  Conservation  in  House  Bill  922  to  grant  to 
the  Department  of  Health  and  are  not  included  in  the  above  table.  The  Governor 
proposes  reducing  the  appropriation  by  $52,687  due  to  anticipated  cost  savings  and 
has  included  these  savings  in  the  total  5  percent  reduction. 
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Actual 

Actual 

After  2%         Approp. 

Fiscal 

Fiscal 

Fiscal              Fiscal 

%  Change 

Budget  Item 

1984 

1985 

1986                  1987 

FY85-FY87 

FTE 

229.15 

233.10 

241.00              241.25 

8.15 

Personal  Service 

$  5,898,366 

$   6,126,924 

$  6,531,170   $  6,758,930 

10.3 

Operating  Expense 

7,774,390 

8.522,561 

13,339,530      11,264,686 

32.2 

Equipment 

174,701 

223,136 

208,805               13,452 

(94.0) 

Total  Operating  Costs 

$13,847,457 

$14,872,621 

$20,079,505   $18,037,068 

21.3 

Non-Operating   Costs 

6,160,650 

6.592,797 

6.561.831        5,939,506 

(9.9) 

Total  Expenditures 

|2Q^00gUQ7 

liiiMii^y 

IliiMliJM  |^2i2Iiim 

=IWL 

Fund  Source 

General  Fund 

$   3,490,653 

$   3,562,568 

$   4,286,731   $   3,755,755 

5.4 

State  Special  Revenue 

1,291,327 

1,634.473 

3,782,666       2,310,823 

41.4 

Federal  Revenue 

15,224,807 

16,268,377 

18,571,939     17,909,996 

10.1 

Other   Funds 

1,320 
|gQiQ08^107 

-0- 

-0-                    -0- 



Total  Funds 

11^1 

Tcciipq 

fiscal    iao( 

General  Fund        Other  Funds 

1.      Water  Test   Fees 

$(35,250) 

$35,250 

2.      Roard  of  Health   Legal   Fees 

$(5,000) 

-0- 

3.      Waste  Water  Operator   Fund 

$(27,000) 

$27,000 

4.      RIT   Funds  -   Superfund 

$(200,000) 

-0- 

5.      Vital  Statistics 

$(10,000) 

$10,000 

6.      Emergency  Medical 

Services 

$(10,000) 

-0- 

7  .      Water  Quality  Mana 

gement 

$(7,127) 

-0- 

8.      Food  and   Consumer  Safety 

$(25,017) 

-0- 

9.     Management  Services  Administration 

$(42,176) 

-0- 

10.      Dental  Bureau 

Option  A:    Eliminate  the  Dental 

Program 

$(24,263) 

$(58,000) 

Option  B:    Incorporate  Maternal 

I  and  Child 

Health 

savings 

$(25,122) 

-0- 

Added  General  Fund  Revenue 

11.      Food  and  Consumer  Safety  Bureau  -  Fees 

Option  Al:    Increase  to  $4(1 

$118,000 

-0- 

Option   A2:    Increase  to  $50 

$199,000 

-0- 

Option  A3:    Increase  to  $56 

$247,600 

-0- 

The  Department  of  Health   and  Environmental   Sciences   promotes   and  protects   the 
health    of    Montanans    through    environmental    monitoring,     microbiology    and    chemistry 
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laboratory  services,   and  various  preventive  health  services. 

The  rise  in  personal  services  of  10.3  percent  is  due  to  the  addition  of  8.15  FTE, 
pay  plan  totaling  $320,298,    and  vacancies  the  equivalent  of  13.60   FTE  in  fiscal  1985. 

Operating  expenses  rise  32.2  percent  due  primarily  to  two  factors:  1)  an  in- 
crease of  $1,565,407  in  expenses  of  the  Superfund  Program,  a  program  to  investigate 
and  clean-up  hazardous  disposal  sites  in  the  state,  over  the  fiscal  1985  level  to 
expand  the  number  and  scope  of  superfund  projects;  and  2)  an  increase  of  $768,100 
in  the  Special  Supplemental  Food  Program  for  Women,  Infants  and  Children  expenses, 
primarily  in  food  payments. 

Grants  decrease  9.9  percent  primarily  due  to  a  lower  level  of  Maternal  and  Child 
Health  Block  Grants  to  counties.  The  1983  legislature  stipulated  that  if  any  funds 
over  the  appropriated  level  were  received,  those  funds  would  be  allocated  to  the 
counties.  Due  to  an  increase  in  the  grant  award  over  the  anticipated  level  and  the 
incorporation  of  carryover  funds,  $586,762  was  added  by  legislative  appropriation  in 
fiscal  1985  and  not  continued  in  the  1987  biennium,  resulting  in  the  lower  fiscal  1987 
level  of  grants  compared  to  the  fiscal  1985  level. 

The  rise  in  general  fund  of  5.4  percent  is  due  primarily  to  three  factors:  1)  the 
substitution  of  $139,825  general  fund  for  subdivision  review  fees  in  the  Sutidivisions 
Program.  Fees  will  now  be  deposited  to  the  general  fund  as  collected;  2)  an 
increase  in  general  fund  support  to  the  Licensing  and  Certification  Bureau  of 
$120,860,  replacing  federal  funds  that  were  no  longer  available;  and  3)  pay  plan  to- 
taling $200,197  in  fiscal  1987.  Without  these  influences  general  fund  would  have  de- 
creased 7.4  percent  due  to  various  agency-wide  adjustments. 

State  special  revenue  funding  rises  41.4  percent  due  to  expected  increases  in 
laboratory  income  of  $153,000,  greater  use  of  junk  vehicle  fees  of  $195,000,  and  the 
addition  of  Resource  Indemnity  Trust  funds  totaling  $416,078,  primarily  to  provide 
match  for  the  Hazardous  Waste  and  Superfund  Programs.  State  special  revenue 
funding  decreased  in  the   Subdivision  Review  Program  by  $139,825. 
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Federal  funds  rise  10.1  percent  due  primarily  to  the  addition  of  $834,316  in  Wom- 
en, Infants,  and  Children  and  Child  Nutrition  Programs  and  related  administration 
and  an  increase  of  $1,393,666  in  the  Hazardous  Waste  and  Superfund  Programs.  When 
these  two  occurrences  are  factored  out,  the  resulting  total  is  a  decrease  of  3.6 
percent  in  federal  funds. 

ISSUE   1:      WATER   TEST   FEE   INCOME 

The  microbiology  laboratory,  as  authorized  by  the  legislature,  collects  fees  for 
certain  water  analyses.  The  fees  are  deposited  to  the  water  testing  account  and 
offset  a  portion  of  the  operating  expenses  of  the  laboratory  and  of  related  adminis- 
tration. 

In  determining  the  water  test  fees  available  in  the  1987  biennium,  the  1985  legis- 
lature assumed  a  beginning  balance  in  fiscal  1986  in  the  water  testing  account  of 
$70,905.  This  balance  was  used  to  fund  operations  of  the  microbiology  laboratory  and 
of  Management  Services  Division  administration,  reducing  general  fund  a  like  amount. 
However,  the  actual  beginning  balance  totaled  $106,155.  Therefore,  total  water  test 
funds  available  to  the  department  for  use  in  the  1987  biennium  was  underestimated  by 
$35,250. 

The  issue  to  consider  is  whether  the  difference  between  the  anticipated  and  ac- 
tual balance  should  be  substituted  for  general  fund  in  the  Management  Services  Divi- 
sion. 

Option  A:         Substitute  $35,250  of  additional  water  test  fees  for  a  one  time  savings 
to  the  general  fund. 

ISSUE  2:      BOARD   OF  HEALTH   LEGAL  FEES 

The  Board  of  Health  is  a  quasi-judicial  board  appointed  by  the  Governor  to  ad- 
vise the  health  department  in  public  health  matters. 

The  board,  which  is  100  percent  funded  by  general  fund,  cannot  use  the  legal 
resources   of  the   department   at   times    due   to   a   potential  conflict   of  interest.      In   re- 
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sponse,  the  board  is  given  appropriation  authority  to  hire  outside  legal  assistance. 
The  following  table  shows  the  total  contracted  legal  expenses  of  the  board  for  each 
year  since  fiscal   1984. 


Table  1 
Board  of  Health  -  Contracted  Legal  Services 


Fiscal  1984  Fiscal  1985  Fiscal  1986* 

Total  Legal  Expenses  $455  $2,259  $1,930 


*As  of  April  30,    1986.      Extrapolation  to  fiscal  year  end  totals   $2,316. 

Total  appropi-iation  authority  for  contracted  legal  services  in  ri.s(;)il  1987  is 
$8,000.  The  issti(>  to  consider  is  whether  the  full  authority  should  triiiMUi  in  the 
Board  of  Health  or  whether  it  should  be  reduced  for  immediate  savings  of  general 
fund. 

Option  A:         Reduce  the  legal  services  appropriation  of  the  Board  of  Health  to  $3,000 
in  fiscal  1987  for  a  general  fund  savings  of  $5,000. 

ISSUE  3:   USE  OF  WASTE  WATER  OPERATOR  FUND  BALANCE 

All  persons  in  charge  of  water  supply  and  wastewater  treatment  facilities  must  be 
certified  by  the  Water  and  Wastewater  Operator  Certification  and  Training  Program  of 
the  Water  Quality  Bureau.  Fees,  established  by  the  state  and  set  by  administrative 
rule,  are  charged  for  this  service.  The  fee  level  depends  upon  the  typo  and  size  of 
the  wastewater  plant.  Fees  are  deposited  to  a  special  revenue  account  from  which  all 
expenses  of  the  Water  and  Wastewater  Operator  Certification  and  Training  Program  are 
funded.  Table  2  on  the  following  page  shows  the  fee  income  to  and  disbursements 
from  the  Board  of  Certification  for  Water  and  Wastewater  Operators  account  from  fiscal 
1982   to  fiscal   1985. 
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Table  2 

Income  and  Disbursements  -  Water  and  Wastewater  Operators 

Fiscal   1982   -   Fiscal   1985 


Fiscal  1982 

Fiscal  1983 

Fiscal  1984 

Fiscal  1985 

Beginning  Balance 

$24,812 

$24,752 

$21,684 

$24,282 

Income 

16,865 

15,595 

21,952 

26,360 

Total  Available 

$41,677 

$40,347 

$43,636 

$50,642 

Disbursements 

$17,522 

$18,563 

$19,334 

$18,048 

Adjustments 

597 

(100) 

(20) 

(15) 

Ending  Balance 

$24,752 

|21i6|4^ 

IPigM- 

|2|±5Z2^ 

Fiscal  1986  appropriated  disbursements  total  $19,439.  Revenue  anticipated  in  fis- 
cal  1986  totals  $19,500. 

The  Water  Quality  Bureau  consists  of  several  additional  programs,  four  of  which 
receive  general  fund  support.  The  following  table  shows  the  programs  receiving 
general  fund  and  the  appropriated  amounts  in  fiscal  1987. 


Table  3 
Water  Quality  Bureau  -  General  Fund  Appropriations  for  Fiscal  1987 


Program 

Water  Pollution   Control 
Water  Quality  Management 
Safe  Drinking  Water 
Subdivisions 


Total  General  Fund 

$  72,000 

96,251 

98,280 

139,825 


The  issue  to  consider  is  whi?ther  the  legislature  wishes  to  use  the  balance  in  the 
Water  and  Wastewater  Operator  fund  to  replace  general  fund  in  the  Water  (Quality 
Bureau.  Incorporation  of  the  fund  balance  may  require  the  modification  of  Section 
37-42-309,  MCA,  which  states  that  fees  collected  will  be  used  to  fund  the  Water  and 
Wastewater  Operators  Certification  and  Training  Program. 
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Option  A:      Incorporate  $27,000  of  the  current  fund  balance  in  the  Board  of  Certifi- 
cation  of  Water   and   Wastewater  Operators   fund  to  replace   general  fund 
in  the  Water  Quality   Bureau.      This  option   leaves  a  $5,000  balance. 

ISSUE  4:  RESOURCE  INDEMNITY  TRUST  INTEREST  FUNDS  -  SUPERFUND  PROGRAM 
Under  Montana  statute,  6  percent  of  the  interest  income  from  the  Resource  In- 
demnity Trust  Fund  (RIT)  is  allocated  to  the  Department  of  Health  and  Environmental 
Sciences  to  implement  federal  and  state  hazardous  waste  and  superfund  laws.  Table  4 
shows  the  current  allocation  of  RIT  interest  funds  within  the  department  as  appropri- 
ated by  the  1985  legislature. 

Table  4 
6   Percent   Resource   Indemnity  Trust   Funds  -   Department  of  Health 

Recipient  Units 

Superfund  Program 
Environmental  Sciences 

Administration 
Hazardous  Waste  Program 
Financial  Administration  Division 


Fiscal  1986 

Fiscal  1987 

Biennium 

$203,858 

$264,122 

$467,980 

56,770 

56,947 

113,717 

96,335 

94,904 

191,239 

19,037 

19,027 

38,064 

Total  Appropriation  |376^00fl  MMi£2fi  iMiiMfi 


Although  the  RIT  interest  funds  are  listed  by  year.  Section  15-38-202,  MCA, 
requires  that  RIT  funds  to  the  department  be  appropriated  for  each  full  biennium.  It 
is  the  intent  of  the  department  to  revert  all  unexpended  RIT  interest  funds  at  the 
end  of  the  biennium. 

RIT  interest  funds  in  the  Superfund  Program  provide  the  required  match  on 
federal  Environmental  Protection  Agency  (EPA)  funds.  Superfund  is  funded  by 
project  and  the  match  required  depends  on  the  stage  the  project  is  in:  (1)  100 
percent  federal  in  the  investigatory  stage;  (2)  90  percent  federal,  10  percent  state  in 
the  cleanup   stage;    (3)   100  percent   state  in  the  maintenance  stage.      Total  state  funds 
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required  are  also  dependent  upon  decisions  on  the  federal  level  concerning  which 
specific  projects  to  fund  in  any  year.  The  superfund  match  appropriation  in  the  1987 
biennium  was  made  based  upon  the  availability  of  RIT  interest  funds  after  the  needs 
of  the  Hazardous  Waste  Program  and  Environmental  Sciences  Division  Administration 
were  met.  The  level  appropriated  in  the  1987  biennium  was  meant  to  provide  as  much 
match  money  as  possible  in  the  event  that  projects  moved  into  the  more  expensive 
phases.  The  department  anticipates  that  one  current  project,  Milltown,  will  move  into 
the  clean-up  stage  in  fiscal  1987,  and  estimates  that  state  matching  fund  needs  are 
$100,000  to  $150,000  in  that  year.  Another  project,  Silverbow  Creek,  may  move  into 
the  clean-up  phase,  with  an  estimated  $100,000  in  expenditures.  Fiscal  1986  RIT 
interest  fund  expenditures  totaled  $2,633  as  of  April  30,  with  no  major  expenditures 
anticipated  for  the  remainder  of  the  fiscal  year.  It  is  unlikely,  therefore,  that  the 
department  will  require  the  full  $467,980  RIT  interest  funds  appropriated  over  the 
biennium  to  fund  the  Superfund  Program.  Expenditures  will  more  likely  total  $200,000 
to  $250,000  over  the  biennium. 

The  issue  to  be  considered  is  whether  the  portion  of  Superfund  Program  RIT 
interest  appropriation  not  required  in  that  program  should  be  used  to  fund  other  pro- 
grams in  the  Environmental  Sciences  Division.  If  not  used,  the  funds  will  revert  to 
the  RIT  interest  account  and  will  be  lost  to  the  department  in  the  1987  biennium. 
Table  5  on  the  following  page  shows  appropriated  general  fund  in  programs  of  the 
division  directly  related  to  improving  or  maintaining  environmental  quality. 
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Table  5 

General  Fund  -  Environmental  Sciences  Division* 

Fiscal  1986  -  1987 


Solid  Waste  Program 
Air  Quality   Bureau 
Water  Quality  Bureau 
Water  Pollution   Control 
Safe  Drinking  Water 
Water  Quality  Management 

Total   General  Fund 


Fiscal  1986 

$  78,226 
320,657 

72,000 
97,437 
94,535 

$662^895 


Fiscal  1987 

$  78,102 
320,657 

72,000 
98,280 
96,251 

$665^290 


♦Does  not  include  pay   plan  or  2   percent  cuts. 


Reallocating  funds  to  other  areas  of  the  Environmental  Sciences  Division  may 
require  the  modification  of  Section  15-38-202,  MCA,  which  states  that  the  6  percent 
KIT  interest  funds  allocated  to  the  department  of  health  shall  be  used  to  implement 
the  Montana  Hazardous  Waste  Act  and  federal  Superfund  laws. 

Option  A:        Reallocate  $200,000  of  the  RIT  interest  funds  which  will  not  be  needed 
for  the   Superfund   Program   to  one  or   more  other  programs   of  the   En- 
vironmental   Sciences    Division.      General    fund    would    be    reduced    by    a 
like  amount. 

ISSUE     5:        USE        OF     VITAL     STATISTICS        FUND     BALANCE        IN     RECORDS     AND 
STATISTICS   BUREAU 

Copies    of    certificates    generated    by    local    registries,    including    birth    and    death 

certificates,   are  made  available  to  the  public  on  request  by  the  Records  and  Statistics 

Bureau  of  the   department  of  health.      A   fee  of  $5  is  charged  per  copy  and   deposited 

to  the  vital  statistics  account.      Income  generated  by  the   fee  offsets  general  operating 

expenses    of    the    bureau.       Table    6    on    the    following    page    shows    the    breakdown    of 

funding  in  the  bureau  in  the   1987  biennium. 
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Table  6 

Records  and  Statistics  Bureau  -  Funding 

Fiscal  1986-1987* 


Funding  Source  Fiscal  1986 

General   Fund  $234,518 

Vital   Statistics   Certificate   Fees  72,269 

Center   for  Disease   Control  2,333 

National   Center  for   Health   Statistics  61 ,090 

Total  Funding  $370.210 


Fiscal 

1987 

$228, 

,158 

72, 

,203 

2, 

,333 

61, 

,090 

1363^784 

'Does  not  include  pay  plan  or  2  percent  cuts. 


At  fiscal  1985  year  end,  the  vital  statistics  account  contained  $13,079.  The  is- 
sue to  be  considered  is  whether  a  portion  of  this  fund  balance  should  offset  a  like 
amount  of  general  fund  in  the  Records  and  Statistics  Bureau. 

Option  A :        Offset  $10,000  general  fund  with  vital  statistics  income  in  fiscal  1987. 

ISSUE   6:      EMERGENCY   MEDICAL    SERVICES 

The  Emergency  Medical  Services  Bureau  provides  a  number  of  services  in  all 
areas  of  emergency  response.  These  services  include  certification  and  training  of 
emergency  personnel,  including  ambulance  drivers;  management  of  the  Montana  Poison 
Control  and  First  Responder  training  programs;  and  the  provision  of  emergency  re- 
sponse and  coordination.  The  bureau  is  funded  by  general  fund,  federal  Preventive 
Health  Block  Grant,   and  Emergency  Medical  Training  and  Certification  fees. 

A  state  council  is  currently  updating  the  state's  Emergency  Medical  Services 
(EMS)  plan,  which  was  written  in  1972.  The  plan  will  illustrate  deficiencies  and 
needs  and  provide  guidance  to  the  bureau  and  to  emergency  care  providers.  Since 
the  current  state  plan  is  considered  obsolete,  neither  the  bureau  nor  emergency  care 
providers  have  been  operating  under  a  current  state  plan  for  as  long  as  ten  years. 
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General  fund  of  $10,000  was  included  in  the  fiscal  1987  Emergency  PJledical  Ser- 
vices Bureau  budget  to  print  the  state  plan.  The  issue  to  consider  is:  Should 
printing  of  the  plan  be  postponed  until  the  next  biennium? 

Option   A:       Postpone  printing  the  state  EMS   plan,   reducing  general  fund  by   $10,000. 

ISSUE   7:      WATER  QUALITY   MANAGEMENT 

The  Water  Quality  Management  Section  of  the  Water  Quality  Bureau  monitors  wa- 
ter quality  in  streams  and  provides  water  quality  assessments  and  clean-up  plans  for 
problem  areas. 

As  part  of  its  2  percent  cuts  ordered  by  the  Governor,  the  department  reduced 
general  fund  appropriations  to  the  Water  Quality  Management  Section  by  $7,000.  This 
represents  7.4  percent  of  the  fiscal  1986  appropriation  of  $94,535.  This  same  per- 
centage cut  could  be  made  on  the  fiscal  1987  general  fund  appropriation ,  which  totals 
$96,251.  Reductions  would  mean  fewer  grants  to  conservation  districts  to  monitor  wa- 
ter quality.  This  will  result  in  less  information  gathered  with  which  to  locate  and  ad- 
dress problem  water  quality  areas. 

Federal  funds  in  the  Water  Quality  Management  Section  do  not  have  match  or 
maintenance  of  effort  requirements.  Therefore,  cuts  in  this  program  would  not 
endanger  federal  grant  awards. 

Option  A:      Reduce  general  fund  to  the  Water  Quality  Management  Section  by  7.4 
percent,   at  a  savings  of  $7,127. 

ISSUE  8:      FOOD   AND   CONSUMER   SAFETY  BUREAU:      VACANT   POSITION 

A  grade  14  sanitarian  II  position  in  the  Food  and  Consumer  Safety  Bureau  has 
been  vacant  since  July,  1985,  pending  a  redefinition  and  realignment  of  duties.  This 
position  could  be  kept  vacant  through  fiscal  1987.  Inspections  of  state  institutions 
and  consultation  with  local  inspection  boards  associated  with  the  position  would  con- 
tinue to  be  conducted  by  current  staff. 
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Option  A:      Maintain  the  sanitarian  II     position  vacancy  through  fiscal     1987  for  a 
general  fund  savings  of  $25,017. 

ISSUE   9:      MANAGEMENT    SERVICES   DIVISION   ADMINISTRATION 

Management  Services  Division  includes  all  film  library  and  data  processing 
functions  of  the  department  of  health,  as  well  as  the  microbiology  and  chemistry  labo- 
ratories.     The  division  administrator  position  has  been  vacant  since  January. 

Prior  to  the  department  of  health's  reorganization  in  1983,  the  department  had 
one  service  division  administrator,  that  of  the  Central  Services  Division.  Under  the 
current  organization,  the  department  has  two  service  division  administrators:  Man- 
agement  Services  and  Financial  Management. 

All  data  and  word  processing  and  film  library  services  of  the  Management  Ser- 
vices Division  could  be  consolidated  with  the  fiscal  and  statistical  services  of  the  Fi- 
nancial Management  Division,  eliminating  the  need  for  a  Management  Services  Division 
administrator. 

Management  Services  Division  Administration,  of  which  the  administrative  position 
is  a  part,  is  funded  by  general  fund,  and  laboratory  and  film  library  fees.  Fee  in- 
come to  the  office  could  be  maintained  at  current  levels,  reducing  general  fund  by 
the  full  cost  of  the  deleted  FTE. 

Option   A:       Delete  the     Management      Services     Division  administrator  position   for  a 
general  fund   savings  of  $42,176. 

ISSUE   10:      ELIMINATE   THE   DENTAL   PROGRAM 

The  Dental  Program  of  the  Dontnl  and  Health  Education  and  Risk  Reduction  Bu- 
reau consists  primarily  of  preventive  dental  education  and  screening  programs  aimed 
at  school  children. 

The  Dental  Program  is  funded  in  fiscal  1987  with  $24,263  in  general  fund, 
$43,000  in  Maternal  and  Child  Health  Block  Grant  Funds,  and  $15,000  in  Preventive 
Health  Block  Grant   Funds  for  mouthrinse  supplies.      Both  block  grants  are  vulnerable 
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to  and  scheduled  for  federal  cuts  in  fiscal  1987. 

According  to  the  latest  census  data,  there  were  484  dentists  in  the  state  in 
1982,  or  60  per  each  100,000  population.  The  national  figures  were  55  dentists  per 
100,000  population.  The  number  of  dentists  in  the  state  increased  8.5  percent  in 
1983  to  525.  If  the  Dental  Program  were  eliminated,  dental  education  and  screening 
would  continue  to  be  provided  at  a  charge  by  the  dental  professionals  in  the  state. 
Dental  care  and  maintenance  for  medicaid  eligible  children  under  age  21  would 
continue  to  be  financed  by  the  state  and  federal  Early  Periodic  Screening  Diagnosis 
and  Treatment   (EPSDT)   programs. 

Maternal  and  Child  Health  Block  Grant  currently  allocated  to  the  Dental  Program 
could  be  used  to  offset  general  fund  in  the  Clinical  Bureau.  The  Clinical  Bureau  of 
the  Health  Services  and  Medical  Facilities  Division  is  responsible  for  several  programs, 
including  the  Special  Supplemental  Food  Program  for  Women,  Infants  and  Children; 
Child  Nutrition;  Handicapped  Childrens'  Services;  and  the  Perinatal  Program. 
Administrative  costs  of  the  bureau  are  funded  by  general  fund  and  the  Maternal  and 
Child  Health  Block  Grant  (MCH).  The  following  table  shows  the  appropriated  MCH 
block  grant  funds  for  Clinical  Bureau  Administration. 

Table  7 
Maternal  and  Child   Health  -   Clinical  Administration 

Funding  Source  Fiscal  1986  Fiscal  1987 

General  Fund  $  54,337  $   74,968 

MCH  105,756  80,634 

Total  ll^^igaS  |l||iiQ| 

There  are  no  restrictions  placed  on  the  use  of  the  MCH  grant  for  administrative 
purposes.  However,  administrative  use  of  the  funds  must  be  documented.  As  seen 
in  table  7,   there  are  $25,122  more  MCH  grant  funds  in  Clinical  Administration  in  fiscal 
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1986   than   in   fiscal   1987.      Therefore,    general  fund  of  $25,122   could  be  replaced   with 
MCH  funds  while  remaining  within  the  federal  requirements. 

The  issues  to  be  addressed  are  whether  the  legislature  wishes  to  eliminate  the 
Dental  Program  and  replace  general  fund  in  Clinical  Administration  with  Maternal  and 
Child  Health  Block  Grunts  currently  allocated  to  the  Dental  Program.  The  remainder 
of  the  block  grant  savings  could  be  used  to  partially  offset  anticipated  federal  cuts  in 
the  two  block  grants. 

Option  A:      Eliminate  the  Dental  Program  for  a  savings  of     $24,263  to  general  fund, 
$43,000    in    Maternal    and    Child    Health    Block    Grants,    and    $15,000    in 
Preventive  Health  Block  Grants. 
Option  B:      Eliminate  the  Dental  Program  and  replace  general  fund  in  Clinical  Admin- 
istration   with    Maternal    and    Child    Health    Block    Grant    funds,    for    an 
additional  general  fund  savings  of  $25,122. 

ISSUE  11:    FOOD  AND   CONSUMER   SAFETY   BUREAU 

The  Food  and  Consumer  Safety  Bureau  of  the  Environmental  Sciences  Division  is 
responsible  for  issuing  licenses  to  food  establishments,  hotels,  motels,  and  trailer 
parks  and  for  training  and  support  services  to  local  health  inspectors. 

All  licensed  establishments  must  pay  a  license  fee  of  $30,  of  which  85  percent 
goes  to  the  local  board  inspection  fund  to  be  used  as  grants  to  local  boards  of  in- 
spection to  defray  their  costs  and  the  remainder  to  the  general  fund.  Table  8  on  the 
following  page  shows  licensing  fee  revenues  from  fiscal  1984  to  fiscal  1987. 
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Table  8 

Allocation  of  Licensing  Fee  Revenues  -  Fiscal  1984  to  Fiscal  1987 

-  -  -  -  Projected  -  -  -  - 

Fund  Recipient                                      Fiscal  1984          Fiscal  1985  Fiscal  1986        Fiscal  1987 

Local  Board  Inspection  Fund             $197,985               $201,148  $204,000             $206,000 

General  Fund                                                  34,935                    35,497  36,000                  36,353 

Total                                                    $232^.920                1236^.645  iMQ^QOO              $242^.353 


The  following  table  shows  the  non-grant  expenses  of  the  Food  and  Consumer 
Safety  Bureau  from  fiscal  1984  to  fiscal  1987.  All  non-grant  expenses  are  funded 
with  general  fund.  Compared  with  this  total  is  the  total  fees  collected  for  deposit  to 
the  general  fund. 

Table  9 

Food  and  Consumer  Safety  Bureau 

Non-grant  Expenses  to  General  Fund  Fees 

Fiscal  1984  -  Fiscal  1987 


Fiscal  Year  Non-Grant  Expenses 

1984  $342,139 

1985  351,085 

1986  328,488* 

1987  330,793* 


Percent  Fees 

General  Fund  Fees 

to 

Expenses 

$34,935 

10.21 

35,497 

10.11 

36,000** 

10.96 

36,353** 

10.99 

*  Appropriated  -  does  not  include  pay  plan, 
**Estimated 


According  to  an  estimate  by  the  department,  over  75  percent  of  the  bureau's  re- 
sources are  expended  providing  services  to  local  inspection  boards  such  as  training, 
rule  dissemination  and  enforcement,  and  direct  services  to  licensed  establishments. 
However,  as  can  be  seen  from  table  9,  less  than  11  percent  of  the  non-grant 
expenses  of  the  bureau  are  funded  from  license  fees. 
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The  issue  to  consider  is:  should  the  legislature  raise  license  fees  to  the  ap- 
proximately 8,100  licensed  establishments  in  the  state  to  help  defray  a  larger  portion 
of  the  expenses  of  the  Food  and  Consumer  Safety  Bureau?  Increasing  fees  from  the 
current  $30  while  maintaining  the  $25.50  going  to  the  Local  Board  Inspection  Fund 
would  require  the  modification  of  Section  50-51-204,   MCA,    which  currently  reads: 

...there  shall  be  paid  to  the  department  with  each  application  for  such  li- 
cense or  for  renewal  of  such  license  an  annual  license  fee  of  $30.  The  de- 
partment shall  deposit  85%  of  the  fees  collected  in  the  state  special  revenue 
fund  to  the  credit  of  the  local  board  inspection  fund  account  created  by 
50-2-108(2)   and  the  balance  of  the  fees  in  the  general  fund. 

Option  A:      Increase  license  fee  to     $40,   which  would  raise     $118,000  to  the  general 

fund. 
Option  B :      Increase  license  fee  to     $50,   which  would  raise     $199,000  to  the  general 

fund. 
Option   C:       Increase  license   fee  to     $56,    which   would  raise     $247,600  to  the  general 

fund    and    recapture    75    percent    of   current    non-grant    expenditures    of 

the    Food    and    Consumer    Safety    Bureau    in    keeping    with    the    current 

distribution  of  workload. 
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AND 
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House  Bill  500 

-   Fis 
Gov 

^ol     1  QB7 

Budget  Items 

ernor's  Budget 

Difference 

F.T.H. 

43.5 

43.5 

0.00 

Personal  Service 
Operating  Expense 

$1,180,457 
411,691 

$1,179,957 
397,653 

$            500 
14,038 

Total  Expenditures 

$1^521^111 

$1^577^10 

$     14^538 

General  Fund 
State  Special 
Federal  Revenue 
Other  Funds 

$1,067,469 

3,250 

517,929 

3,500 

$     898,476 

3,087 

517,929 

158,118 

$   168,993 
163 
-0- 
(154,618) 

Total  Funding 

Ii±i2|ii45 

U±^llM^ 

L^ii±Mi= 

ISSUES   IN   GOVERNOR'S    BUDGET 

Gov.    1.     5  Percent  Cut 

A.  Labor  Standards 

B .  Appeals 

Gov.    2.     Penalty  and  Interest  Monies 

------  Fiscal 

General  Fund 

$(10,000)* 
$(4,200)* 
$(154,793) 

1987 

Other  Funds 

$(163) 
$(175) 
$154,793 

*The  Governor's  budget  lists  a  general  fund  reduction  of  $34,923.     However,   accor- 
ding to  OBPP,   the  above  figures  are  the  correct  reductions. 


ISSUE  GOV.    1:      5   PERCENT   CUT 

In  the  Labor  Standards  Division,  funds  for  legal  costs  of  wage  cases  would  be 
reduced  by  $10,000  to  $2,000.  The  division  had  received  an  increase  of  $11,832  in 
fiscal  1987.  Other  funds  are  license  fees  paid  by  private  employment  agencies.  The 
reduction  is  a  straight  5  percent  cut. 

The  Board  of  Personnel  Appeals  would  have  fewer  meetings  and  fact  finding 
would  be  curtailed.  Other  funds  are  funds  received  from  the  sale  of  cnso  decisions. 
The  reduction  is  a  straight   5  percent  cut. 
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ISSUE   GOV.    2:      UTILIZATION   OF  PENALTY   AND   INTEREST   MONIES 

The  Unemployment  Insurance  Division  of  Employment  Services  collects  penalties 
and  interest  from  employers  who  do  not  pay  unemployment  taxes  in  a  timely  manner. 
These  funds  are  currently  deposited  to  the  Unemployment  Trust  Fund.  The  Governor 
proposes  using  a  portion  of  these  funds  to  replace  general  fund  to  completely  support 
the  Apprenticeship  Bureau  of  Labor  Standards.  For  a  related  discussion,  see  LFA 
Issue  1 . 


B-23 


LABOR   AND   INDUSTRY 

Actual 

Actual 

After  2% 

Approp . 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

%  Chang'e 

Budg<!t   Itom 

1984 

1985 

1986 

1987 

FY85-FY87 

FTI- 

45.25 

44.50 

43.50 

43.50 

(1.00) 

Personal  Service 

$1,139,851 

$1,122,549 

$1,199,492 

$1,244,053 

10.8 

Operating  Expense 

374,428 

374,969 

406,611 

411,691 

9.8 

Equipment 

16,589 

46,047 

346 

-0- 

(100.0) 

Totftl   Fxpenditures 

$i.53o^8es 

|li&|a±565 

liiGQe^iia 

11^655^714 

===L1= 

I'litKl   Source 

General  Fund 

$     986,624 

$1,036,593 

$1,071,603 

$1,111,827 

7.3 

State  Special  Revenue 

;                   2,800 

2,589 

3,250 

3,250 

25.5 

Federal  Revenue 

541,444 

504,383 

528,096 

537,167 

6.5 

Other  Funds 

-0- 

-0- 

3,500 

3,500 

-0- 

Total  Funds 

$1^530^868 

ll^543^||5 

$U606^449 

$1415^744 

==l±d: 

TCCTipq         _    _    _ 

TJioool      lOOT 

riscai    1! 

70  ( 

General  Fund        Other  Funds 

1.   Apprenticeship  Bureau 

Option  A. 

$(150 

,760) 

-0- 

Option  B. 

$(83 

,027) 

-0- 

2,    Maintenance  of  2% 

Reductions 

$(14, 

700) 

-0- 

Labor  and  Industry  enforces  state  wage  and  hour  laws,  provides  for  apprentice- 
ships, hears  classification  and  unemployment  insurance  disputes,  and  enforces  state 
and  federal  antidiscrimination  in  employment  laws.  It  is  comprised  of  three  divisions: 
the  Commissioner  of  Labor  and  Industry,  Labor  Standards  and  Appeals,  and  an 
independent  administrative  entity,   the  Human  Rights  Commission. 

The  net  decrease  in  FTE  is  due  to  the  deletion  of  1.0  FTE  in  the  Appeals  Di- 
vision and  .75  FTE  in  the  Labor  Standards  Division,  and  the  addition  of  .75  FTE  in 
the  Human  Rights  Commission. 

Personal  Services  rise  10.8  percent  due  to  pay  plan  of  $25,340  in  fiscal  1987, 
and  vacancies  equivalent  to  3.75   FTE  in  fiscal  1985. 
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Operating  expenses  rise  9.8  percent  due  to  inflation  of  $18,336  and  a  general 
rise  in  operating  expenses,  including  legal  fees,  consultant  fees,  maintenance  con- 
tracts,   and   communications. 

Equipment  in  fiscal  1985  consisted  of  data  processing  equipment  purchases. 

General  fund  rises  7.3  percent  due  to  general  expense  rises  in  the  Labor  Stan- 
dards Division,  Personnel  Appeals  of  the  Appeals  Division,  and  the  Human  Rights 
Commission. 

State  special  revenue  consists  of  license  fees  paid  by  private  employment 
agencies.  The  total  available  is  expected  to  rise  25.5  percent  due  to  appropriation  of 
the  fund  balance  in   fiscal   1987. 

Federal  funds  rise  6.5  percent  due  to  increases  in  operating  expenses  of  the 
Commissioners'  Office,  the  Human  Rights  Commission,  and  Unemployment  Insurance 
Appeals  of  the  Appeals  Division. 

Other  funds  consist  of  income  from  the  sale  of  case  decisions  in  the  Appeals  Di- 
vision. 

ISSUE   1:      APPRENTICESHIP   BUREAU 

Montana's  business  and  labor  sectors  share  the  responsibility  of  creating  ap- 
prenticeship programs  designed  to  produce  qualified  skilled  workers.  The  Appren- 
ticeship Bureau  provides  technical  assistance  to  prospective  or  active  program  spon- 
sors to  encourage  the  development  and  maintenance  of  these  programs.  The  bureau 
is  also  recognized  by  the  federal  government  as  the  official  apprenticeship  registration 
agency  in  the  state  for  federal  projects.  The  following  table  shows  expenses  and 
funding  of  the  bureau  since  fiscfl  1981. 
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Apprentices 

Table  1 
hip  Bureau  -  Expendit 

ures  and  Funding 

Budget  Item 

Fiscal 
1981 

Fiscal 
1982 

Fiscal 
1983 

Fiscal 
1984 

Fiscal 
1985 

Fiscal 
1986* 

Personal  Services       $  80,264 
Operating  Expense         12,019 
Equipment                                 -0- 
Transfers                            20,164 

$   89,171 

19,006 

-0- 

19,554 

$108,847 

19,425 

234 

14,736 

$107,676 

38,974 

-0- 

-0- 

$115,964 

38,907 

5,419 

-0- 

$107,388 

40,155 

-0- 

-0- 

Total 

liiSiiiz 

$i|z^iai 

liMi2|g 

liiiiiM 

$160^2gQ 

lilliiis 

Funding 

General  Fund 
Federal 

$   50,520 
61,927 

$  75,441 
52,290 

$   91,431 
51,811 

$132,974 
13,676 

$154,871 
5,419 

$147,543 
-0- 

Total  IllliMI      |lgZ±IM      Ili^iMZ      lliiiiifi      |MQii2Q      |l|ZiM2 


*As  allocated  by  the  Department  of  Labor  from  the  Labor   Standards   Division 
appropriation. 


As  can  be  seen  from  table  1 ,  the  bureau  has  gone  from  a  primarily  federally 
funded  entity  to  one  entirely  supported  by  the  general  fund.  Table  2  shows  the 
number  of  apprenticeship  positions  in  the  state  since  fiscal  1980.  Since  fiscal  1980 
the  total  number  of  persons  serving  apprenticeships  has  steadily  fallen. 


Table  2 

Apprenticeship   Bureau  -   Apprentices 

Fiscal   1981   -   Calendar   1985 


Fiscal        Fiscal 

Fiscal 

Calendar 

Calendar 

Calendar 

1980            1981 

1982 

1983 

1984 

1985 

New  Apprentices  Registered 
Apprentices  Completed 

639              478 
309              280 

478 
377 

288 
249 

327 
268 

344 
157 

Total  Registered 
Apprentices* 

1794            1670 
apprentices. 

iMI 

iiil 

Mi 

856 

♦Also  includes  continuing 
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The  federal  Bureau  of  Apprenticeship  and  Training  (BAT)  currently  has  two 
field  officers  and  one  clerical  staff  in  the  state.  This  office  works  with  the  state  bu- 
reau to  secure  apprenticeships  and  provides  support  and  consultation  services.  The 
BAT  office  would  perform  the  federal  registry  functions  if  the  state  office  were  elim- 
inated or  reduced.  However,  according  to  BAT  regional  personnel,  it  is  unlikely, 
due  to  budget  considerations,  that  BAT  expenditures  or  personnel  would  be  increased 
in  the  state.  Creating  and  securing  apprenticeship  positions  would  remain  the  re- 
sponsibility  of  the  state's  business  and  labor  community. 

The  fall  in  federal  funding  and  apprenticeships  raises  the  issue  for  con- 
sideration: Does  the  legislature  wish  to  continue  funding  the  Apprenticeship  Bureau 
at  current  levels? 

Option  A:      Eliminate  the  Apprenticeship  Bureau.      This  would  result  in  a  general 

fund  savings  of  $150,760  in  fiscal  1987. 
Option  B :      Reduce  the  Apprenticeship  Bureau  general  fund  expenditures  to  the 

proportionate  fiscal  1981  levels,  or  44.9  percent  of  the  total  appro- 
priation. This  option  would  reduce  general  fund  by  $83,027  to 
$67,733,   and  would  necessitate  staff  reductions. 

ISSUE   3:      CONTINUATION   OF   GOVERNOR'S   2   PERCENT   REDUCTIONS 

If  the  Governor's  reductions  in  fiscal  1986  are  maintained  through  fiscal  1987, 
general  fund  would  be  reduced  by  $14,700.  Table  3  on  the  following  page  shows  a 
first  level  breakdown  of  cuts  in  the  fiscal  1986  budget. 
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Table  3 
Governor's  Reductions  -  Labor  and  Industry 


Personal  Service 
Operating  Expense 
Equipment 

Total  Expenditures 


Fiscal  1986 

Governor's 

Appropriation 

Reduction 

$1,202,992 

$   (3,500) 

417,811 

(11,200) 

346 

-0- 

llifiililli 

1114^7001 

After 
Reduction 

$1,199,492 

406,611 

346 

$1^606^449 


The  decrease  in  personal  services  results  from  vacancy  savings  in  the  Human 
Rights  Commission  and  Appeals  Division,  and  the  decrease  in  operating  expenses  from 
general  expense  reductions  in  the  Appeals  and  Labor  Standards  Divisions. 

Option  A:      Continue  the  Governor's  2  percent  reduction  in  fiscal  1987. 

Option  B :       Take  no  action. 
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EMPLOYMENT 

SERVICES 

Pio/^nl      1  QC7 

Budget   Items 

House  Bill  500 

Governor's   Budget 

Difference 

F.T.E. 

579.9 

579.9 

0.00 

Personal  Service 
Operating  Expense 
Equipment 

osts 
sts 

$13,222,945 

3,752,949 

448,275 

$17,424,169 
7,514,000 

$13,222,945 

3,752,949 

448,275 

$17,424,169 
7,453,107 

$        -0- 
-0- 
-0- 

Total  Operating  C 
Non-Operating  Co 

$       -0- 
60,893 

Total  Expenditures 

IMi2asui2 

iMiilligZg 

i==MiiM= 

General  Fund 
Federal  Revenue 
Other  Funds 

$        334,000 
24,604,169 
-0- 

$          64,107 

24,604,169 

209,000 

124^877,276 

$   269,893 
-0- 
(209,000) 

Total  Funding 

|24^928^1M 

L^iQiSgs^ 

ISSUES   IN   GOVERNOR'S 

Gov.    1.      5   Percent   Cut 

A.   JTPA  Prog 
Gov.    2.      Penalty   &   Inter 

RTinnFT 

1987 

Other  Funds 

-0- 
$209,000 

fram 

est  Monies 

-                   Fiscal 
General  Fund 

$(60,893)* 
$(209,000) 

♦The  Governor's  budget  lists  a  general  fund  reduction  of  $16,700.      However,   accor- 
ding to  OBPP,   the  above  figures  are  the  correct  reductions. 


ISSUE  GOV.    1:      5   PERCENT   CUT 

The   following   table   shows   the   fiscal   1987    general   fund    appropriation   in   the   Job 
Training  Partnership  Act  Program. 

Table  1 
JTPA  General  Fund  -  Fiscal  1987 

Object  (i('nt;r»l    lund 

Dislocated  Workers  $125,000 

Displaced  Homemakers  125,000 

Pre-employment  Training  84,000 

Total  $334^000 
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As  part  of  a  general  5  percent  reduction  in  the  Department  of  Labor  and  Indus- 
try, the  Governor  proposes  reducing  pre-employment  training  grants  by  $60,893. 
The  grants  arc  used  to  train  workers  for  existing  employment  and  as  federal  Job 
Training  Partnership  Act  (JTPA)  matching  funds.  A  decline  in  federal  funds  avail- 
able for  pre-employment  has  reduced  the  match  required.  Therefore,  reducing  the 
general  fund  contribution  will  not  jeopardize  federal  JTPA  funds. 

ISSUE   GOV.    2:      UTILIZE  PENALTY   &   INTEREST  MONIES 

The  Governor  proposes  using  penalty  and  interest  monies  paid  by  employers  de- 
linquent in  unemployment  insurance  payments  to  replace  the  entire  $125,000  of  general 
fund  for  dislocated  workers  and  $84,000  of  general  fund  for  pre-employment  training. 
Both  are  used  as  Job  Training  Partnership  Act  match.  As  seen  in  Issue  1,  however, 
$60,893  of  the  total  $84,000  general  fund  in  pre-employment  training  is  eliminated  as 
part  of  the  overall  5  percent  reduction  in  the  department.  Therefore,  these  funds 
have  been  counted  twice  in  the  Governor's  budget. 
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EMPLOYMENT  SERVICES 


Actual  Actual  After  2%         Approp. 

Fiscal  Fiscal  Fiscal              Fiscal         %  Change 

Budget  Item                                    1984  1985  1986                  1987          FY85-FY87 

FTE                                                  572.29  574.54  578.90              579.90             15.36 

Personal  Service                  $11,991,561  $12,506,126  $13,436,908   $13,935,906              11.4 

Operating  Exponso                  2,969.331  3,742.676  3,653,492        3.752.949                 0.2 

Kquipniont                                      1.356.720  867.065  527.002            448.275            (48.3) 

Total  Operating  Costs      $16,317,612  $17,115,867  $17,617,402   $18,137,130                6.0 

Non-Operating  Costs           10,328,922  8.967.473  7,500,300       7.514.000            (16.2) 

Total  Expenditures        %ggAi§,A,li  |Mifi|SiMQ  ill^lllAQl  ||iii|lil22           =i=l±ll 
Fund  Source 

General  Fund                        $        312,012  $       379,687  $        320,300   $       334,000            (12.0) 

Federal  Revenue                    26,334,522  25,703,653  24,797,402     25,317,130              (1.5) 

Total  Funds                      iMiiiiilM  ||&i2S3^MQ  111^111^121  Ig&iillilSQ           =Lli:ll 

ISSUES Fiscal   1987 

General  Fund        Other  Funds 

1.   Maintenance  of  2%  Reductions  $(13,700)  -0- 


Employment  Services  collects  and  disburses  state  unemployment  funds,  acts  as  an 
employment  agency,  provides  training,  and  oversees  federal  Job  Training  Partnership 
Act  (JTPA)  grants.  The  division  includes  the  Job  Service,  Unemployment  Insur- 
ance,   Centralized  Services,   and  JTPA  Programs. 

The  increase  of  5.36  FTE  results  from  two  factors:  1)  the  addition  of  5.0  FTE 
to  handle  the  increase  in  workload  anticipated  due  to  the  addition  of  unemployment  of 
parent  as  a  criterion  for  receiving  AFDC  payments.  All  AFDC  recipients  are  required 
to  file  with  the  Job  Service  under  Work  Incentive  (WIN);  and  2)  the  net  addition  of 
.36  FTE  for  the  Montana  Career  Information  System,  transferred  from  the 
Commissioner  of  Higher  Education. 

Personal  services  rise  11.4  percent  due  to  the  increases  in  FTE,  the  addition  of 
$258,741  in  pay  plan,    and  vacancies  equivalent   to  44.15   FTE  in  fiscal   1985. 
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The  division  has  been  upgrading  the  computer  capabilities  of  local  job  service  of- 
fices. The  upgrnding  will  continue  in  fiHcnl  1987,  but  at  a  lowci*  level,  resulting  in 
the  decrease  in  equipment  of  48.3  percent. 

Grants  fall  16.2  percent  due  to  a  change  in  accounting  for  JTPA  funds.  A  por- 
tion of  these  funds  was  counted  twice  in  fiscal  1985,  once  when  granted  by  the  JTPA 
Program  to  the  Job  Service  Program  and  again  when  granted  by  the  Job  Service  Pro- 
gram .  The  funds  are  counted  only  when  granted  by  the  JTPA  Program  in  fiscal 
1987. 

General  fund  provides  match  on  JTPA  grants  and  state  funding  of  Displaced 
Homemakers  programs.  General  fund  declines  12.0  percent  due  to  the  change  in 
funding  of  1.0  FTE  associated  with  the  administration  of  JTPA  programs  in  Job 
Service  from  general  fund  to  federal  funds. 

Federal  funds  decrease  1.5  percent  due  to  changes  in  JTPA  Program  accounting. 
Federal  funds  would  have  risen  8.7  percent  without  this  influence  due  to  expected  in- 
creases in  grants  in  the  JTPA  Program  and  increases  in  operating  expenses  for  the 
remainder  of  the  division. 

ISSUE   1:      CONTINUATION   OF  GOVERNOR'S   2   PERCENT   REDUCTIONS 

If  the  Governor's  reductions  in  fiscal  1986  are  maintained  through  fiscal  1987, 
general  fund  would  be  reduced  by  $13,700.  Table  4  on  the  following  page  is  a  first 
level  breakdown  of  cuts  in  the  fiscal  1986  budget. 
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Table 
Governor's  Reductions  - 

4 
Employ 

ment  Services 

Budget   Ttcm 

Fiscal   1986 
Appropriation 

Governor's 
Reduction 

After 
Reduction 

Personal  Service 
Operating  Expense 
Equipment 

$13,436,908 

3,653,492 

527,002 

$       -0- 
-0- 
-0- 

$13,436,908 

3,653,492 

527,002 

Operating  Expenses 
Non-Operating  Expenses 

$17,617,402 
7,514,000 

-0- 
13,700 

$17,617,402 
7,500,300 

Total  Expenditures 

$25^131^402 

ly^lM 

IliiUZiZQg 

The    decrease    in    non-operating    expense    results    from    a    reduction    in    Displaced 
Homemakor  grants  in  the  JTPA    Program. 

Option   A :       Continue  the  2   percent   general  fund  cuts  in  fiscal   1987. 
Option  B:       Take  no  action. 
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DIVISION  OF  WORKERS'   COMPENSATION 


Budget  Item 

FTE 

Personal  Service 
Operating  Expense 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Fund  Source 

General  Fund 

State  Special  Revenue 

Federal  Revenue 

Total  Funds 


Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

%  Change 

1984 

1985 

1986 

1987 

FY85-FY87 

167.50 

168.00 

175.00 

175.25 

7.25 

$3,413,481 

$3,610,564 

$3,798,514 

$3,941,758 

9.2 

2,120,513 

2,070,734 

2,399,820 

2,422,879 

17.0 

172,229 

124,035 

206,502 

133,445 

7.6 

$5,706,223 

$5,805,333 

$6,404,836 

$6,498,082 

11.9 

907,613 

1,021,268 

1,783,901 

1,251,158 

22.5 

|iiii|436 

liilMiigi 

IliiiiiZaz 

$7^749^240 

12i| 

$     783,743 

$     727,477 

$      100,713 

$      101,448 

(86.1) 

5,761,561 

6,032,161 

7,864,740 

7,422,765 

23.1 

68,532 

66,963 

223,284 

225,027 

236.0 

IlillS^IM 

||u.§26^6Ql 

^8^188^737 

$7^49^240 

=kM= 

ISSUES 

Increased  General  Fund   Revenue 
1.   Crime  Victims  Conipensutlon 


Fiscal  1987  

General  Fund         Other  Funds 


$250,000 


-0- 


The  Division  of  Workers'  Compensation  enforces  occupational  safety  laws,  pro- 
vides payments  to  workers  injured  on  the  job,  monitors  private  insurers'  adequacy  of 
coverage  and  payment,   and  provides  payments  to  innocent  victims  of  crime. 

FTE  increases  by  7.25  due  to  the  addition  of  a  .25  FTE  secretary  to  respond  to 
a  new  requirement  that  users  of  explosives  be  licensed,  4.0  FTE  claims  examiners  and 
3.0  FTE  legal  staff.  Personal  service  costs  rise  9.2  percent  due  to  the  additional 
FTE  and  pay  plan  of  $77,582. 

Operating  expenses  rise  17.0  percent  due  to  increases  in  indirect  charges,  gen- 
eral operating  exponseR,    and  inflation. 
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Grants  rise  22.5  percent  due  primarily  to  the  addition  of  $150,000  in  federal 
crime  victims  benefits. 

The  decrease  in  general  fund  of  86.1  percent  is  due  to  the  replacement  of 
general  fund  with  Resource  Indemnity  Trust  funds  to  pay  benefits  to  silicotics  or 
their  widows  in  the  Silicosis  Benefit  Program,   totaling  $580,000  in  fiscal  1987. 

State  special  revenue  increases  23.1  percent  due  to  the  Resource  Indemnity 
Trust  Fund  sut)stitution  and  general  increases  in  Division  of  Workers'  Compensation 
operating  expenses. 

Federal  funds  rise  236  percent  due  to  the  addition  of  federal  Crime  Victims 
funds. 

ISSUE    1:      CRIME    VICTIMS    COMPENSATION   FUND, 


The  Crime  Victims  Compensation  Fund,  administered  by  the  Division  of  Workers' 
Compensation,  was  established  by  the  1977  Montana  Legislature  to  provide  a  method  of 
compensating  and  assisting  those  persons  within  the  state  who  are  innocent  victims  of 
criminal  acts  and  who  suffer  bodily  injury  or  death. 

Moneys  for  the  crime  victims  compensation  account  are  obtained  from  18  percent 
of  fines  assessed  and  bails  forfeited  on  all  offenses  as  a  result  of  citations  or  tickets 
issued  by  the  highway  patrol.  Prior  to  fiscal  1978,  the  18  percent  currently  allocated 
for  crime  victims  was  directly  deposited  to  the  general  fund.  Distribution  of  highway 
patrol  fines  is  illustrated  in  Figure  1. 
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FIGURE    1 
DISTRIBUTION   OF   HIGHWAY   PATROL    FINES 


HIGHWAY    PATROL    FINES 
100% 

18% 
CRIME   VICTIMS 

25%   DRIVERS 
EDUCATION    -    OPI 

COURT   COSTS 
$7.50  PER   FINE 

GENERAL    FUND 

Table    5    shows    revenue    collected    and    disbursements    made    through    fiscal    1985, 
and  projected  revenue  and  disbursements  in  fiscal   1986  and   1987. 


Table  5 

Crime 

Victims 

Fund  -  Revenue 

and 

Disbursements 

Fiscal  Year 

Revenue 

Disbursements 

Nel 

;  Operations 

Fund  Balance 

1978 

$220,097 

$   18,344 

$201,753 

$201,753 

1979 

250,925 

116,491 

134,434 

336,187 

1980 

293,711 

169,772 

123,939 

460.126 

1981 

370,833 

321,559 

49.274 

50!),  400 

198'^ 

3!)0,:>r)1 

329,247 

61 ,004 

570,404 

n)K:t 

500,555 

431  ,2(iO** 

92  ,719 

663,124 

1984 

109,823 

397,622 

72,201 

735,325 

1985 

484,387 

452,476 

31,911 

767,235 

rrojecieu 

1986 

430,000* 

430,000 

-0- 

267,235*** 

1987 

432,500* 

432,500 

-0- 

267,235 

*  Prior  to  fiscal  1986,    the  division  had  incorporated  interest  earned  on  the  Crime 
Victims  Compensation  fund  in  total  revenue.      Beginning  in  fiscal  1986,   interest 
will  be  deposited  to  the  general  fund  in  compliance  with  17-6-202(2),   MCA. 
**   Accounting  records   show  a  $23,424   adjustment. 
***   $500,000  of  the  fund   balance  transferred   to  the  general  fund  in   fiscal  1986   as 
per  House  Bill  500. 
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Original  projections  for  the  1987  biennium  by  the  Division  of  Workers'  Compen- 
sation anticipated  that  disbursements  from  the  fund  would  exceed  revenues.  The 
difference  would  come  from  the  Crime  Victims  Compensation  fund  balance,  which  to- 
taled $767,235  at  the  end  of  fiscal  1985.  The  1985  legislature  fixed  the  appropriation 
at  the  level  of  anticipated  revenue,  and  transferred  $500,000  of  the  fund  balance  to 
the  general  fund,   leaving  a  fund  balance  of  $267,235. 

Roginiiing  in  fiscal  1986,  the  state  is  also  eligible  for  federal  crime  victims 
funds.  The  federal  funding  level  is  contingent  upon  the  level  of  state  expenditure, 
the  federal  contribution  being  no  more  than  35  percent  of  the  state  contribution  in 
the  previous  federal  fiscal  year.  All  state  funds  must  be  expended  before  am' 
federal  funds  are  received.  Table  6  shows  the  federal  funds  potentially  available  to 
the  state  in  the  1987  biennium.  Federal  funds  available  in  fiscal  1986  are  based  upon 
federal  fiscal  1984  expenditures.  Federal  funds  available  in  fiscal  1987  are  based  up- 
on federal  fiscal  1985  expenditures. 

Table  6 

Federal  Crime  Victims   Funds 

Fiscal  1986   -   1987 


Base  Fedrral                                   Potential  State  Funds  Total  Potential 

Fiscal  Year  Benefits  Paid  Matching  Rate  Federal  Funds  Appropriated  Crime  Victims  Funds 

1984  $368,982            .35          $129,144         $430,000  $559,144 

1985  $387,427            .35          $135,599         $432,500  $568,099 


The  option  to  be  considered  is:    does  the  legislature  wish  to  deposit  all  or  a  por- 
tion of  the  balance  in  the  Crime  Victims  Compensation  Fund  to  the  general  fund? 
Option  A:       Transfer  $250,000  of  the  fund  balance  to  the  general  fund.      If 

revenues    and    expenses    are    equal    in    the    1987    biennium,    this    option 
maintains  a  fund  balance  of  $17,235. 
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Budget   Items 

FTE 

Personal  Service 
Operating  Expense 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


House  Bill  500 

1,132.07 

$  24,785,883 

9,305,485 

54,500 

$  34,145,868 
206,229,476 

|24Q^2I&^341 


-  Fiscal  1987 

Governor's  Budget 

1,119.57 

$  24,191,913 

9,145,798 

51,425 

$  33,389,136 
201,294,139 

$224.£S2^275 


Difference 

12.5 

$  593,970 

159,687 

3,075 

$  756,732 
4,935,337 

i5^fi92^0e9 


General  Fund 
State  Special 
Federal  Revenue 

Total  Funding 


$  77,263,254 

7,156,887 

155,955,203 

$240^375^344 


$  71,929,024 

6,799,048 

155,955,203 

$234^683^275 


$5,334,230 
357,839 
-0- 

$5^692^069 


ISSUES   IN   GOVERNOR'S   BUDGET 


Gov.    1.     5  Percent  Cut 

A.  Assistance  Payments 

B.  Social  Services 

C.  Eligibility  Determination 

D.  Administration 

E.  County  Assumption 

F.  Medical  Assistance 

G.  Audit  and  Compliance 
H.  Vocational  Rehabilitation 
I.    Visual 

J.   Developmental  Disabilities 

Total  5  Percent  Cut 

Gov.   2.      Benefit  Freeze 

A.  Assistance  Payments 

B .  Social  Services 

C.  Medical  Assistance 

D.  Vocational  Rehabilitation 

E .  Visual  Services 

F.  Developmental  Disability 

Total  Benefit  Freeze 

Gov.   3.      General  Assistance  Benefits 
A.  Assistance  Payments 


Fiscal  1987 

General  Fund  Other  Funds 


$(66,162) 

-0- 

$(392,968) 

-0- 

$(79,943) 

-0- 

$(63,264) 

-0- 

$(9,191) 

-0- 

$(6,194) 

$(329 

,661) 

$(80,124) 

-0- 

$(22,017) 

$(28 

.178) 

$(6,154) 

-0- 

$(30,715) 

-0- 

$(756,732) 

$(357 

,839) 

$(665,513) 

-0- 

$(194,210) 

-0- 

$(599,541) 

-0- 

$(9,568) 

-0- 

$(4,419) 

-0- 

$(546,732) 

-0- 

$(2,019,983) 

-0- 

$(1,100,000) 

-0- 
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Gov.    4. 


Gov.    5. 


Other  Benefits 

A.  Assistance  Payments 

B .  Social  Services 

C .  Vocational  Rehabilitation 

D.  Visual  Services 

Total  Other  Benefits 

Federal  Match 
A.    Assistance  Payments 
Social  Services 
Medical  Assistance 


B, 
C, 


Total  Federal  Match 


$(100,000) 

$(107,750) 

$(14,032) 

$(13,786) 

-0- 
-0- 
-0- 
-0- 

$(235,568) 

$(290,635) 

$(11,886) 

$(919,426) 

-0- 

-0- 
-0- 
-0- 

$(1,221,947) 

-0- 

ISSUE  GOV.  1:  5  PERCENT  CUT  -  GENERAL 

All  cuts  made  as  part  of  the  5  percent  reduction  are  in  the  operating  portion  of 
the  program  budgets.  Fund  reductions  contained  in  the  Governor's  budget  only  in- 
clude general  fund  and  county  funds.  However,  because  many  of  the  administrative 
programs  are  matched  with  federal  funds  at  50  percent  and  in  some  cases  up  to  80 
percent,  the  potential  loss  of  federal  funds  could  far  exceed  the  general  fund  re- 
duction. 

Within  their  operating  budgets,  all  programs  will  experience  a  reduction  in  data 
processing  costs,  rent,  and  an  increase  in  vacancy  savings.  Rent  and  data  process- 
ing cost  reductions  reflect  new  cost  schedules  promulgated  by  the  Department  of  Ad- 
ministration for  fiscal  1987.  For  the  entire  department  during  fiscal  1987,  rent  costs 
are  reduced  $5,262,  data  processing  costs  are  reduced  $9,682,  and  vacancy  savings 
are  increased  by  $290,538, 

Assistance  Payments 
In  addition  to  reductions  in  vacancy  savings,    rent  and  data  processing,    for  fis- 
cal  1987    the   assistance  paymeni;s   program    will   reduce  its  legal   services  contract  with 
the   Montana   Legal   Services   Corporation   from   $100,000    to   $50,000.      This   reduction  in 
legal  services  is  discussed  under  Issue  4  of  the  LFA  Budget  Analysis. 
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Social  Services 
The  Social  Services  Program  includes  the  largest  portion  of  the  department's 
additional  vacancy  savings  costs  ($138,822).  Additional  general  fund  personal  service 
savings  of  $219,146  will  accrue  by  not  filling  12  new  social  worker  positions  au- 
thorized for  fiscal  1987.  Elimination  of  these  positions  is  discussed  under  Issue  5  of 
the  LFA  Budget  Analysis.  A  fiscal  1987  $272,156  training  contract  the  department 
maintains  with  the  University  of  Montana  will  be  reduced  by  $35,000  or  12.8  percent. 
The  training  contract  is  designed  to  provide  ongoing  technical  assistance  to  program 
staff  as  changes  occur  in  state  and  federal  regulations.  Although  the  reduction  in 
the  training  contract  will  reduce  some  training  opportunities  for  social  services  staff, 
it  does  not  appear  likely  that  this  reduction  will  seriously  jeopardize  any  direct  ser- 
vices. 

F-Hgibility  Determination 
The   3.5   new   eligibility   technician   I'TE   authorized   for   fiscal   1987   have   been   elim- 
inated   resulting  in   general   fund    savings   for   the   program    of  $31,438.      Elimination   of 
these  new  positions  is  discussed  under  Issue  3  of  the  LFA  Budget  Analysis. 

Administration 
In  addition  to  vacancy  savings,  rent,  and  data  processing  reductions,  major  re- 
ductions in  the  administration  budget  for  fiscal  1987  include  $6,297  in  contract  ser- 
vices and  travel  from  reducing  the  number  of  out-of-state  trips  and  conferences, 
$7,800  in  repair  and  maintenance  by  removing  selected  items  from  their  maintenance 
contract  and  delaying  the  scheduled  repair  of  other  items,  and  $4,075  in  other  miscel- 
laneous items  and  equipment  purchases. 

County  Assumption 
The  only  reduction  for  this  program  is  a  $9,191   reduction  in  food  stamp  issuance 
costs.        Department     of     Social     and     Rehabilitation     Services     states     that,     through 
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increased  efficiency  in  the  prog:ram,    this   amount  can  be  reduced  without  jeopardizing 
services. 

Medical  Assistance 
In  addition  to  operating  cost  reductions  for  vacancy  savings  and  data  process- 
ing, $329,661  of  county  mill  levy  funds  are  reduced  from  the  medicaid-other  program. 
Because  these  funds  are  treated  as  general  fund  for  federal  matching  purposes,  the 
net  reduction  in  available  medicaid-other  funds  is  actually  $980,550.  However,  as  is 
discussed  under  Supplemental  Funds  in  the  LFA  Budget  Analysis,  the  department  is 
already  facing  a  1987  biennium  medicaid-other  supplemental  of  $10.7  million. 

Audit  and  Compliance 
Three  FTE  will  be  left  vacant  to  generate  general  fund  savings  of  $10,473  during 
fiscal  1987.  According  to  Department  of  Social  and  Rehabilitation  Services,  elimination 
of  these  positions  may  result  in  "some  degradation  of  review  quality  or  timeliness  but 
it  should  be  minimal."  Travel  and  equipment  associated  with  these  positions  totaling 
$21,768  are  also  eliminated. 

Developmental  Disabilities 

In  addition  to  reductions  in  rent,  data  processing,  and  vacancy  savings,  the  de- 
velopmental disabilities  program  will  also  reduce  operating  costs  by  5  percent  or 
$15,284. 

The  remaining  programs  in  the  department  (Vocational  Rehabilitation,  Visual  Ser- 
vices) only  experience  reductions  in  vacancy  savings,    data  processing,   and  rent. 

ISSUE  GOV.  2:   BENEFIT  FRFE7E  LEVELS 

This  recommendation  would  freeze  most  Department  of  Social  and  Rehabilitation 
Services  benefit  rates  at  the  fiscal  1986  level.  According  to  the  department,  freezing 
the  rates  would  not  result  in  any  reduction  in  services.  For  those  benefits  that  are 
administered   by  the  state  or  are  essentially  a  cash  payment,    such  as  AFDC  and   gen- 
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eral  assistance,  there  would  be  no  reduction  in  caseload.  However,  many  of  the  ben- 
efit programs  and  services  are  provided  under  a  negotiated  contract  with  private 
agencies  who  may  or  may  not  be  willing  to  accept  a  freeze  in  rates.  For  example,  de- 
velopmental disabilities  programs,  day  care  services,  extended  employment,  training, 
and  domestic  violence  programs  are  all  provided  through  private  corporations  that 
contract  annually  with  the  department  to  provide  services.  These  private  agencies 
might  opt  not  to  continue  services  without  a  rate  increase  or  to  provide  a  lower  quali- 
ty of  service  to  fewer  clients. 

In  addition  to  the  rate  freeze,  due  to  lower  than  expected  caseloads  the  execu- 
tive projects  under-expenditures  during  fiscal  1987  in  the  day  care,  subsidized 
adoption,  and  supplemental  security  income  programs  for  a  total  additional  general 
fund   savings  of  $90,000. 

For  those  programs  that  are  joint  state/federal  funded,  the  reductions  presented 
in  the  Governor's  budget  do  not  reflect  the  magnitude  of  the  total  cuts  that  will  be 
made.  For  example,  AFDC  is  approximately  31  percent  general  fund,  2  percent  coun- 
ty funds,  and  67  percent  federal  fund.  Thus,  the  actual  reduction  in  the  AFDC  pro- 
gram as  proposed  by  the  Governor  would  be  $1,489,000.  For  the  medicaid-other  pro- 
gram the  actual  total  reduction  including  the  federal  contribution  v.'ould  equal 
$1,317,000. 

ISSUE   GOV.    3:      GENERAL  ASSISTANCE  BENEFITS 

Under  this  recommendation,  general  assistance  benefits  for  able-bodied  recipients 
would  be  limited  to  two  months  in  any  12  month  period.  However,  the  effective  date 
for  implementation  of  this  proposal  would  be  postponed  until  October  1 ,  1986  to  allow 
all  existing  general  assistance  recipients  an  opportunitA?^  to  complete  an  80  hour  inten- 
sive job  training  program.  House  Bill  12,  passed  during  the  March  1986  special  ses- 
sion with  an  effective  date  of  July  1,  1986,  requires  all  able-bodied  general  assistance 
recipients    to  participate   in   a  job    training  and   job    search    program    as    a   condition   of 
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receiving  their  general  assistance  payment.  After  October  1,  1986  able-bodied  indi- 
viduals could  receive  benefits  only  for  the  month  necessary  to  complete  the  job  train- 
ing program  and  for  one  additional  month  after  completing  the  program  while  they 
sought  work.  The  executive  estimates  that  this  policj'^  change  will  reduce  the  a-^^erage 
monthly  general  assistance  caseload  by  approximately  438  cases  for  a  general  fund 
savings  of  $1,100,000  during  fiscal  1987.  However,  because  this  recommendation  in- 
corporates a  significant  reduction  in  benefits,  there  is  the  possibility  of  a  court  chal- 
lenge which  could  delay  implementation  and  ultimately  substantially  reduce  any  poten- 
tial savings  during  fiscal  1987. 

The  General  Assistance  Program  is  also  discussed  under  Supplemental  Reduction 
Issue  1  of  the  LFA  Budget  Analysis. 

ISSUE  GOV.    4;      OTHER   BENEFIT   REDUCTIONS 

This  recommendation  would  further  reduce  selected  benefit  programs  beyond  the 
level  of  the  rate  freeze.  The  following  table  shows  the  fiscal  1987  approprintior  level 
and  the  proposed  reductions  for  each  benefit  program. 

Table  1 
Comparison  of  Fiscal  1987  and  Proposed  Fund  Reductions 


Benefit 

Emergency  General  Assist. 
Big  Brothers  &  Sisters 
Home  Health  Care 
Visual  Medical 
Alcohol  and  Drug 
Vocational  Rehabilitation 
Extended  Employment 

Total 


Fiscal  1987 

-  -  -  Proposed 

Reduction  -  -  - 

Appropriation 

General  Fund 

Other  Funds 

$     100,000 

$100,000 

$     -0- 

226,000 

81,500 

27,166 

31,249 

15,000 

-0- 

75,696 

13,786 

-0- 

225,000 

11,250 

-0- 

235,000 

8,600 

43,000 

298,768 

5,432 
$235x|g| 

-0- 

$1^.191x713 

$ZQxl6| 
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Emergency  General  Assistance 
This  benefit  was  intended  to  give  temporary  assistance  to  those  able-bodied  gen- 
eral assistance  recipients  who  would  have  lost  nligibility  under  House  Rill  843 
proposed  durinp-  the  1985  regular  session.  Because  the  supreme  court  prohibited  De- 
partment of  Social  and  Rehabilitation  Services  from  implementing  House  Bill  843,  the 
appropriation  is  not  needed. 

Big  Brothers  and  Sisters 
This    recommendation    reduces    the    fiscal    1987    appropriation    by    approximately    50 
percent.      A   similar  issue;  is  presented   under   Issue   7   o!    the   M'A    Hiulp-et    AiinlysiR. 

Home  Health 
Currently  Department  of  Social  and  Rehabilitation  Services  contracts  with  the 
Lewis  and  Clark  County  Health  Department  for  social  services  to  individuals  who 
would  otherwise  need  nursing  home  care.  Under  this  recommendation,  the  contract 
would  be  discontinued  and  the  services  would  be  provided  through  existing  Depart- 
ment of  Social  and  Rehabilitation  Services  staff. 

Visual  Medical 
The  Visual  Medical  Program   pays   medical  bills  for  individuals  with  vision   related 
problems.      This    proposal    reduces    the    program    by    approximately    18    percent    with    a 
corresponding  reduction  in  the  amount  of  bills  that  can  be  reimbursed. 

Alcohol  And  Drug  Treatment 
This  recommendation  reduces  the  Alcohol  and  Drug  Treatment  program  by  5  per- 
cent.    This  issue  is  discussed  under  Issue  9  of  the  LFA  Budget  Analysis. 

Case  Services 
Services  provided  under  this  program  are  vocational  rehabilitation  services.      Al- 
though   general    funds    are    reduced    from    this    program,    because   the   available    federal 
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funds   are   over   matched   with   other   state    funds,    there    should   be   no   appreciable   re- 
duction in  services. 

Extended  Employment 
This    program    funds    sheltered    employment    for    severly    handicapped    individuals 
who  do  not  qualify  for  regular  vocational   rehabilitation  programs.    During  fiscal   1986, 
the  average  cost  per  client  was  budgeted  at  $5,000.    This  reduction  may  result  in  one 
client  not  receiving  services. 

ISSUE   GOV.    5:      INCREASED   FEDERAL   MATCH   RATE 

During  the  1985  legislative  session,  the  federal  matching  rate  was  anticipated  to 
be  66.38  percent  for  fiscal  1987.  However,  due  to  a  recent  federal  policy  change, 
Montana's  federal  matching  rate  will  increase  from  66.38  percent  to  67.175  percent  for 
fiscal  1987.  The  executive  estimates  this  increased  rate  will  result  in  a  general  fund 
savings  of  $1,221,947.  This  issue  is  discussed  further  under  Supplemental  Reduction 
Issue  4  in  the  LFA  Budget  Analysis. 
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DEPARTMENT   OF   SOCIAL   AND   REHABILITATION   SERVICES 


Actual  Actual  After  2%            Approp. 

Fiscal  Fiscal  Fiscal                Fiscal       Change 

Budget   Item                                    1984  1985  1986                    1987     FY85-FY87 

FTE                                                  1043.82  1044.82  1103.07              1132.07          87.25 

Personal  Service                $   22,301,439  $   23,297,656  $   24,630,974   $   26,169,572          12.3 

Operating  Expense                 7,790,028  10,770,493  10,414,187         9,305,485       (13.6) 

Equipment                                        359,998  295,481  125,141                54,500        (81.6) 

Total  Operating  Costs    $  30,451,465  $34,363,630  $   35,170,302   $   35,529,557            3.4 

Non-Operating  Costs         170,141,879  182,903,759  201,802,923      203,120,049          11.0 

Approp.   Exp.               $200,593,344  $217,267,389  $236,973,225   $238,649,606           9.8 

Supplemental  Exp.     -0-  -0-  ^ 20,498,897  — 

Total  Expenditures    ||aQi|||iM|  ||lI±iiLIII  iMIiil^illl  llliiiiliiy       =ii=:L 

Appropriated  Funds 

General  Fund                      $  67,428,279  $   71,814,450  $   75,236,471   $  77,360,206            7.7 

State  Special  Revenue           6,148,036  7,511,414  7,069,832          7,156,887          (4.7) 

Federal  Revenue                  127,017,029  137,941,525  154,666,922      154,132,513          11.7 

Total                                   $200,593,344  $217,267,389  $236,973,225   $238,649,606            9.8 

Supplemental  Funds 

General  Fund                                   -0-  -0-  -0-         $     7,102,865 

State  Special  Revenue                -0-  -0-  -0-                     -0- 

Federal  Revenue                           -0-  -0-                       -0-             13,396,032           

Total                                 $           -0-  $            -0-  $            -0-          $   20,498,897 

Total  Funds 

General  Fund                      $   67,428,279  $  71,814,450  $   75,236,471   $   84,463,071          17.6 

State  Special  Revenue           6,148,036  7,511,414  7,069,832          7,156,887          (4.7) 

Federal  Revenue                  127,017,029  137,941,525  154,666,922      167,528,545          21.4 

Total  Funds               MQQi&|2±Mi  iglliggUUi  llii±iI2iiii  Ilii±iilil23      =li±L 

SUPPLEMENTAL  REQUIREMENTS Fiscal  1987 

General  Fund    Other  Funds 
A.  Current  Supplemental  Funding  with  no 
Program   Changes 

General  Assistance  ,  $     549,006       $         -0- 

Aid  to  Families  with  Dependent  Children  2,905,440  6,273,015 

Medicaid  -  Other  3,648,419  7,123,017 

Total  IliiMilil    liLSiiiyi 

Based  on  SRS  caseload  projection 
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B  .  Program  Changes  for  Reduction  in  Supplemental 
Funding  Requests 

1.  General  Assistance 

Option  A:      Freeze  payments  at  1986  level 
Option  Bl:   Reduce  payments  to  45%  poverty 
Option  B2:   Reduce  payments  to  43%  poverty 
Option  B3:    Reduce  payments  to  40%  poverty 

2.  Adjust   AFDC   Payments 

Option  A:      Freeze  payments  at   1986  level 
Option  Bl:    Reduce  payments  to  45%  poverty 
Option  B2:    Reduce  payments  to  43%  poverty 
Option  B3:    Reduce  payments  to  40%  poverty 

3.  Adjust  AFDC  Eligibility  Standard 

Option  A:      Reduce  gross  income  standard 

4.  Revised  Federal  Match 

Option  A:      Adjust  according  to  revised  AFDC 

level 
Option  B:     Adjust  according  to  current  AFDC 

level 


General  Fund     Other  Funds 


index 
index 
index 


index 
index 
index 


ISSUES 


9. 


10. 


11 


Surplus  Assumed  County  Millage 

Option  A :    Replace  General  Fund  with  Millage 
Personnel  Reduction 

Option  A :   Eliminate  all  vacant  positions 

Option  B  :   Eliminate  8  positions 
Emergency  General  Assistance 

Option  A :   Eliminate  funding 
Eligibility  Technicians 

Option  A:    Apply  enhanced  federal  funding 

Option  B  :   Stop  addition  of  6  FTE  in  fiscal  1987 
Legal  Services 

Option  A:   Eliminate  special  contract  for  G.A. 
recipients 

Option   B  :    Eliminate  special  contract  for  elderly 
assistance 

Option  C:    Eliminate  both  contracts 
Additional  Social  Workers 

Option  A:    Eliminate  twelve 

Option  B  :   Eliminate  six 
Big  Brothers  and  Sisters 

Option  A:    Reduce  state  match  to  50  percent 
Foster  Care  Services 

Option  A:    Reduce  clothing  allowance  by  $50 

Option  B :   Reduce  to  projected  expenditure  level 
Alcohol  and  Drugs 

Option  A:    Reduce  funding  25  percent 

Option   B  :    Reduce  funding  50   percent 

Option   C:    Reduce   funding  75   percent 

Option  D :    Eliminate  program 
Waiver  Services 

Option  A:    Eliminate  expanded  services 
Moiitnnn    Youth   Treatment   Center 

Ojjfioii    A:    IUmIucc   McMiiciiM    Mii<l(.^«>l 


$(237,694) 
$(246,765) 
$(491,578) 
$(858,797) 


-0- 
-0- 
-0- 
-0- 


$(759,572)  $(1,637,071) 

$(688,243)  $(1,483,338) 

$(1,193,148)  $(2,571,536) 

$(1,950,505)  $(4,203,835) 

$(325,452)  $(964,126) 


$(1,240,389)        $1,240,389 
$(1,159,904)        $1,159,904 


■ Fiscal  1987 

General  Fund     Other  Funds 


$(800,000) 

$800,000 

$(90,851) 
$(55,891) 

$(149,864) 
$(85,336) 

$(100,000) 

-0- 

$(11,964) 
$(32,303) 

$134,538 
$60,597 

$(100,000) 

-0- 

$(50,000) 
$(150,000) 

-0- 
-0- 

$(222,377) 
$(111,187) 

$(31,768) 
$(15,884) 

$(56,500) 

-0- 

$(21,295) 
$(58,764) 

$(41,337) 
$(114,070) 

$(56,250) 
$(112,500) 
$(168,750) 
$(225,000) 

-0- 
-0- 
-0- 

-0- 

$(229,882)  $(397,420) 

$((;.')!  ,!)!):i)     $(i  ..tr.o.'Hi) 
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ISSUES   -   CONTINUED 


General  Fund    Other  Funds 


12.  Non-Residential  Services  for  Developmentally  Disabled 

Option  A:    Reduce  5  percent 
Option  B:    Reduce  10  percent 
Option  C:    Reduce  15   percent 
Option  D :    Selective  reductions 

13.  Expanded   Services   for  Developmentally  Disabled 

Option  A:    Provide  only  for  residential  services 

14.  Reorganization  of  Developmentally  Disabled  Services 


$(878, 

,929) 

-0- 

$(1,757, 

,857) 

-0- 

$(2,636, 

,786) 

-0- 

$(1,144, 

,551) 

-0- 

$(708, 

.700) 

-0- 

N/A 

N/A 

Appropriated   Funds 

The  department  of  Social  and  Rehabilitation  Services  administers  programs  in  the 
area  of  human  services.  Services  include  assistance  payments  to  recipients  of  Aid  to 
Families  with  Dependent  Children  (AFDC),  foster  home  services,  medicaid  and  other 
benefits  to  the  aged  and  indigent,  rehabilitation  services  for  the  vocationally  and 
visually  handicapped,  and  community  based  services  for  the  State's  developmentally 
disabled. 

The  increase  between  fiscal  1985  and  fiscal  1987  is  primarily  in  non-operating 
costs  which  are  grants  and  benefits.  Total  funds  increase  $21.3  million  or  9.8  per- 
cent from  fiscal  1985  to  fiscal  1987.  However,  general  fund  only  increases  7.7  per- 
cent while  state  special  revenue  decreases  4.7  percent  and  federal  revenue  increases 
11.7  percent.  State  special  revenue  included  in  the  Department  of  Social  and 
Rehabilitation  Services  budget  is  almost  entirely  received  from  the  mill  levy  in  support 
of  state  assumption  of  county  welfare  programs.  The  significant  increase  in  federal 
funds  is  partially  the  result  of  a  change  in  the  state/ federal  match  rate  for  federal 
funds  in  the  AFDC  and  medicaid  programs.  During  fiscal  1985,  the  federal  match 
rate  was  63.69  percent  federal  funds  and  will  become  66.38  percent  in  fiscal  1987. 
Because  approximately  62  percent  of  the  department's  total  budget  is  for  AFDC  and 
medicaid,  this  increase  in  the  federal  match  rate  will  shift  a  portion  of  the  cost  of 
those  programs  from  state  to  federal  sources.  A  second  factor  contributing  to  the 
proportionately   larger   increase    of   federal    funds    over    general    fund    is    that    the    most 
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significant  programmatic  increases  between  fiscal  1985  and  fiscal  1987  occurred  in  the 
AFDC  and  medicaid  programs  that  are  funded  with  approximately  two-thirds  federal 
funds  and  one-third  state  funds,  while  programs  that  are  entirely  general  funded 
received  only  minor  increases. 

The  major  program  increases  between  fiscal  1985  and  1987  include:  an  increase  of 
$3.9  million  in  AFDC  as  a  result  of  increased  caseloads  and  the  addition  of  the  unem- 
ployed parent  as  an  eligible  recipient;  increases  of  $.9  million  in  the  Social  Services 
program  for  increased  foster  care,  expansion  of  community  services  for  the  elderly, 
and  the  addition  of  24  social  workers  over  the  1985  biennium  level;  $3.4  million  for 
expansion  of  current  services  to  the  developmentally  disabled  and  new  services  to  be 
provided  for  reduction  of  the  developmentally  disabled  waiting  list;  increased  medicaid 
costs  of  $17.0  million  primarily  as  a  result  of  the  increased  AFDC  caseload,  the  addi- 
tion of  the  new  Youth  Treatment  Center  in  Billings,  and  the  projected  increase  in 
nursing  home  care  daj-^s.  The  balance  of  the  increase  between  fiscal  1985  and  1987  is 
accounted  for  by  inflation  and  minor  increases  in  other  program  and  operational  costs. 

Supplemental  Funds 

Current  estimates  indicate  the  department  will  require  an  additional  $20.5  million 
in  supplemental  funding  if  no  changes  are  made  to  reduce  the  costs  of  AFDC, 
medicaid,  and  the  General  Assistance  Program.  The  general  assistance  caseload  con- 
tinues to  rise  and  despite  a  $3.6  million  supplemental  appropriated  during  the  last 
special  session  for  the  program,  indications  are  that  $549,006  in  additional  general 
fund  will  be  required.  With  the  additional  funding,  the  costs  of  this  program  will 
have  increased  by  $1.3  million  from  the  fiscal  1985  level,  or  an  increase  of  30.8  per- 
cent. 

The  primary  cause  for  the  additional  increase  in  both  the  AFDC  and  medicaid 
programs  is  the  increased  AFDC  caseload.  According  to  Department  of  Social  and 
Rehabilitation    Services   projections,    the   AFDC    caseload    for   the    1987   biennium    will   be 
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2,048  cases  above  the  level  originally  projected  during  the  1985  legislative  session. 
Because  each  AFDC  case  is  also  automatically  eligible  for  medicaid  benefits,  increases 
in  the  AFDC  caseload  directly  impact  the  medicaid  budget. 

SUPPLEMENTAL  ISSUE  1:  GENERAL  ASSISTANCE  PAYMENT  LEVELS 

The  general  assistance  program  is  intended  to  provide  financial  assistance  to 
needy  persons  who  do  not  qualify  for  any  other  state  or  federal  benefit  program.  For 
example,  an  able-bodied  single  female  age  35  with  no  dependent  children  and  no  in- 
come would  not  qualify  for  AFDC  payments  but  would  be  eligible  for  general  assis- 
tance. Likewise,  a  married  couple  with  no  income  who  were  both  under  60  years  of 
age,  not  disabled,  and  with  no  dependent  children  in  the  home  would  not  qualify  for 
either  AFDC  or  SSI  but  would  be  eligible  for  general  assistance.  Table  1  presents  the 
maximum  monthly  income  standard  that  a  family  must  meet  to  be  eligible  for  general 
assistance. 

Table  1 

Monthly  Income  Standard  for  General  Assistance 

Fiscal   1986   and   1987 

Family  Si7.«;  r'^<""LJ!L*?li  I'IhciiI    I!)H7 

1  $212  $219 

2  284  296 

3  358  372 

4  432  449 

5  506  526 

6  580  603 

If  the  family  meets  the  maximum  income  standard  shown  in  table  1,  then  the 
amount  of  the  monthly  payment  is  determined  by  subtracting  any  family  income  from 
the  maximum  income  standard.  For  example,  a  family  of  two  with  a  monthly  income  of 
$150  would  receive  a  general  assistance  payment  of  $134  in  fiscal  1986.  All  general 
assistance  recipients  are  also  eligible  for  other  subsidies  such  as  food  stamps  and  fuel 
assistance    grants.      Additionally,    individuals    who    meet    the    minimum    income    standards 
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to    qualify    for    general    assistance    would    also   qualify    for    the    state    medical    assistance 
program . 

Funding  for  the  General  Assistance  Program  is  100  percent  general  fund  in  the 
12  counties  where  the  state  has  assumed  administration  of  the  county  welfare 
programs  and  100  percent  county  funds  in  the  other  44  counties.  Two  factors 
determine  general  assistance  costs:  the  size  of  the  caseload;  and  the  amount  of  the 
average  monthly  payment.  Table  2  shows  the  growth  of  the  general  assistance 
caseload  and  average  monthly  payment  for  the  12  assumed  counties  from  fiscal  1982 
through  fiscal  1987. 

Table  2 
General  Assistance  Caseload,   Monthly  Payment  Level,   and  Total  Cost 

Fiscal  1982  through  1987 


Fiscal  Year 

Caseload 

Payment 
Level 

Total  Cost 

1982 
1983 
1984 
1985 

713 

947 

1,205 

1,704 

$117 
140 
141 
207 

$1,001,052 
1,590,960 
2,038,779 
4,245,721 

1986 
1987 

1,916 
2,195 

210 
218 

4,835,393 
5,755,045 

As  may  be  derived  from  table  2,  between  fiscal  1984  and  1985  the  average 
monthly  caseload  increased  by  42  percent  and  the  average  payment  level  increased  47 
percent.  The  effect  of  such  significant  growth  in  both  caseload  and  payment  level  was 
a  $2,206,942  or  108  percent  increase  in  total  costs.  A  major  factor  that  increased  the 
general  assistance  costs  in  the  assumed  counties  was  a  lawsuit  filed  in  February,  1984 
against  Department  of  Social  and  Rehabilitation  Services  on  behalf  of  the  welfare 
recipients  that  changed  the  way  payment  levels  are  established. 

The  Butte  Community  Union  filed  suit  in  court  charging  that  Department  of 
Social   and    Rehabilitation    Services    rules    for   administration    of   the    General    Assistance 
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Program  failed  "to  meet  even  the  bare  necessities  of  life" ,  that  the  rules  resulted  in 
wide  disparity  among  the  assumed  counties  in  determining  the  amount  of  the  general 
assistance  payment,  and  asked  the  court  to  require  Department  of  Social  and 
Rehabilitation  Services  to  establish  payment  standards  that  were  uniform  across  the 
assumed  counties  and  that  were  based  on  the  actual  needs  of  the  individual  appli- 
cants. In  April,  1984  The  First  District  Court  issued  a  ruling  that  required 
Department  of  Social  and  Rehabilitation  Services  to  establish  new  rules  for  general 
assistance  that  set  the  monthly  payment  level  in  all  assumed  counties  at  the  AFDC 
maximum  standard.  In  effect,  this  changed  the  concept  of  the  general  assistance 
program  from  one  that  set  the  payment  level  based  on  the  individual  family 
circumstance  to  a  "flat  grant"  program.  Department  of  Social  and  Rehabilitation 
Se^^'^ces  currently  administers  general  assistance  in  accordance  with  the  terms  of  the 
lawsuit  settlement,  and  in  the  assumed  counties  all  general  assistance  recipients  now 
receive  payments  which  are  equivalent  to  the  maximum  AFDC  payment  level. 

In  an  effort  to  control  the  escalating  general  assistance  costs  during  the  1985 
legislative  session,  Department  of  Social  and  Rehabilitation  Services  proposed 
significant  changes  to  the  eligibility  criteria  for  the  program.  All  able-bodied 
individuals  under  the  age  of  35  would  be  eliminated  from  the  program,  and 
able-bodied  individuals  between  the  ages  of  35  and  50  would  be  restricted  to  only 
three  months  of  general  assistance  benefits  during  any  12  month  period.  Taking 
into  account  both  the  elimination  of  the  able-bodied  under  35  and  the  restriction  to 
three  months  of  eligibility  for  able-bodied  individuals  between  35  and  50,  Department 
of  Social  and  Itnhnbilitation  Sorvi<;('s  estimated  that  these  changes  would  r«Hluce  the 
overall  caseload  by  60  percent  for  a  general  fund  savings  of  $6.1  million  in  general 
assistance  costs  over  the  1987  biennium.  The  proposed  changes  were  incorporated 
into  House  Bill  843  and  passed  by  the  legislature  with  an  effective  date  for 
implementation  of  July  1,  1985.  Based  on  passage  of  the  bill,  the  Department  of 
Social  and  Rehabilitation   Services  appropriation   for  general  assistance  was  adjusted  to 
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reflect  the  lower  projected  caseload.  Table  3  shows  the  original  Department  of  Social 
and  Rehabilitation  Services  request  for  general  assistance  and  the  modified 
appropriation  based  upon  passage  of  House  Bill  843. 

Table  3 
Comparison  of  Original  SRS   Request  and  Final  General  Assistance  Appropriation 

1987   Biennium 


SRS   Request 

Caseload 

Payment 

Total  Cost 

Appropriation 

Caseload 
Payment 

Total  Cost 

Difference 

Total  Cost 


Fiscal  1986 

1,844 

$ 256 

$5,672,734 


904 

$ 256 

$2,777,906 


12^894^828 


Fiscal  1987 

2,071 
$  266 
$6,619,330 


1,033 

$ 270 

$3,347,068 


13^272^262 


Biennium 


$12,292,064 


$   6,124,974 


$_6^167^090 


On  June  3,  1985  the  Butte  Community  Union  filed  an  amended  complaint  to  their 
original  suit  and  challenged  the  constitutionality  of  Houso  Pill  843  as  passed  by  the 
1985  legislature.  The  suit  was  filed  in  the  First  District  Court,  Lewis  and  Clark 
County,  and  requested  the  court  to  issue  a  preliminary  injunction  forbidding 
Department  of  Social  and  Rehabilitation  Services  from  implementing  those  pprts  of 
House  Bill  843  that  would  have  eliminated  benefits  to  able-bodied  individuals. 
Following  a  hearing  and  briefing  on  the  issues,  the  court  issued  a  preliminary 
injunction  on  July  1,  1985,  the  date  House  Bill  843  was  to  go  into  effect.  On  July 
18,  1985  Department  of  Social  and  Rehabilitation  Services  filed  an  appeal  of  the 
District  Court's  preliminary  injunction  with  the  Montana  Supreme  Court.  However  the 
Supreme  Court  did  not  issue  their  ruling  until  January  16,  1986.  In  their  ruling,  the 
Supreme  Court  did  not  find  that  the  Montana  Constitution  establishes  a  fundamental 
right  to  welfare,    but   the  court   did   uphold   the   district   court's   preliminary  injunction 
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forbidding  Department  of  Social  and  Rehabilitation  Services  from  implementing  the 
provisions  of  House  Bill  843  that  would  have  denied  benefits  to  able-bodied  under  the 
ago  of  35   or  restricted  benefits  to  able-bodied  between   the  ages  of  35  and   50. 

Bocauso  of  the  restriction  on  implementing  the  provisions  of  House  Bill  843,  the 
Department  of  Social  and  Rehabilitation  Services  appropriation  for  the  General 
Assistance  Program  will  be  overspent.  The  following  table  shows  the  original 
appropriation  and  estimated  caseload,  SRS's  estimate  of  the  additional  cases  and  costs 
(made  during  the  March,  1986  special  session  of  the  legislature  when  the  department 
requested  and  received  a  $3,600,000  supplemental  appropriation  for  general 
assistance),   and  the  most  current  projected  costs  and  caseload. 


Table  4 
Estimated  Costs  and  Projected  Caseloads  for  General  Assistance 

1987   Biennium 


Fiscal  1986 

Fiscal  1986 

Fiscal  1987 

Fiscal  1987 

1987 

Caseload 
904 

Costs 

Caseload 
1,033 

Costs 

Biennium  Costs 

Original  Approp. 

$2,777,906 

$3,347,068 

$6,124,974 

Supplemental  Approp. 

938 

1,851,988 

920 

1,776,960 

3,638,948 

Total  Appropriation 

1,842 

$4,629,894 

1,953 

$5,124,028 

$9,763,922 

Current  Projection 

1,902 

4,766,754 

2,124 

5,536,174 

10,302,928 

Projected  Deficit 

60 

$_(136^860) 

__171 

$  (412,146) 

$(539^006) 

Current  projections  indicate  that  even  with  the  $3.6  million  supplemental. 
Department  of  Social  and  Rehabilitation  Services  will  require  an  additional  $549,006  if 
no  adjustments  are  made  to  the  General  Assistance  Program. 

As  is  the  case  with  AFDC,  general  assistance  payment  levels  are  set  by  the  leg- 
islature as  a  percentage  of  the  federal  poverty  index.  According  to  Department  of 
Social  and  Rehabilitation  Services  attorneys,  because  both  the  AFDC  and  general 
assistance  programs  are  intended  to  serve  similar  indigent  populations  and  are  based 
on  a  similar  needs  tests,    the  payment  levels  must  also  be  comparable  to  avoid  violation 
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of  the  equal  protection  clause  of  the  constitution.  Therefore,  no  adjustment  in  the 
payment  level  can  be  made  to  the  General  Assistance  Program  unless  a  similar 
adjustment  is  made  to  AFDC.  If  the  legislature  were  to  make  reductions  in  the  AFDC 
payment  level  as  described  under  Issue  3,  then  payment  levels  for  the  general 
nsniclfincc  procfniiii  would  /iIho  I)<>  r«Mlu(?«'(l  to  the  levrlfi  shown  in  table  8  (page  IT))  for 
AFDC  and  corresponding  reductions  and  savings  could  be  made  in  the  general 
assistance  program.  The  following  table  shows  the  general  fund  savings  if  the 
general  assistance  payments  were  reduced  to  various  percentages  of  the  poverty 
index. 


Table  5 

General  Funds  Savings  if  General  Assistance  Payments  Were  Reduced  to 

40,   43,   and  45   Percent  of  The  Poverty  Index 


Savings 

Freeze  at                             45%                               43% 
Fiscal  1986                     Poverty                    Poverty 

$237,694                    $246,765                    $491,578 

40% 
Poverty 

$858,797 

Option  A : 

Freeze  payment  levels  at  the  fiscal  1986  Level. 

In 

conjunction 

with  a 

similar  freeze  in   AFDC ,    the  legislature   could   freeze  the   general  assis- 
tance payments  at  the  fiscal   1986  level.      General  fund   savings  for  fis- 
cal 1987   would  be  $237,694. 
Option  B  :      The  legislature  could  reduce  the  general  assistance  payment  level  as  a 
percentage  of  the  poverty  index. 

1.  At   45%  of  the  poverty  index  general  fund  savings  arc  $246,765. 

2.  At  43%  of  the  poverty  index  general  fund  savings  are  $491,578. 

3.  At  40%  of  the  poverty  index  general  fund  savings  are  $858,797. 

SUPPLEMENTAL   ISSUE   2:      ADJUST   AFDC   PAYMENT   LEVEL 

Aid    To    Families    With    Dependent    Children    (AFDC)    is    a   cash    assistance   program 
for    needy    families    with    dependent    children.    The    AFDC    program    is    funded    with    34 
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percent  general  fund,  2  percent  county  funds,  and  64  percent  federal  Title  IV- A 
funds.  Two  factors  determine  the  overall  costs  of  this  program:  the  caseload  size 
and  the  average  monthly  payment  level.  The  AFDC  caseload  size  is  a  function  of  a 
complex  set  of  eligibility  regulations  and  the  general  economic  conditions  of  the  state. 
Adjustment  of  the  AFDC  caseload  is  discussed  under  Issue  4. 

The  AFDC  payment  level  is  established  by  the  legislature.  The  1985  legislature 
set  the  maximum  monthly  payment  at  a  level  projected  to  equal  47  percent  of  the  pov- 
erty index  calculated  by  the  federal  government  and  published  annually  by  the  De- 
partment of  Health  and  Human  Services.  The  following  table  shows  the  maximum 
monthly  payment  level  for  fiscal  years  1985  through  1987  by  family  size  at  47  percent 
of  the  federal  poverty  index. 


Table  6 

Maximum   AFDC   Monthly  Paj'-ment  Level 

Fiscal  1985  through   1987 


Family  Fiscal 

Size  1985 

1  212 

2  279 

3  332 

4  425 

5  501 

6  564 

Average  Payment  312 


Fiscal 

Fiscal 

%  Change 

1986 

1987 

1985-87 

212 

219 

3.3 

282 

296 

6.1 

354 

372 

12.0 

426 

449 

5.6 

501 

526 

5.0 

570 

603 

6.9 

322 


335 


7.4 


The  average  payment  level  is  the  average  of  all  payments  to  AFDC  recipients  af- 
ter adjustments  are  made  for  earned  income,  resources,  and  family  size.  In  addition 
to  the  AFDC  payment,  all  AFDC  recipients  qualify  for  medicaid,  and  most  receive 
other  benefits  such  as  assistance  with  fuel  bills,  food  stamps,  and  day  care.  During 
March,  1986,  Department  of  Social  and  Rehabilitation  Services  calculated  the  value  of 
the   average   total   benefits   received   by   AFDC    clients   to   be   $923,30    per   month.      The 
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following  table   compares   the    1987    biennium   appropriation    and   the   current   Department 
of  Social  and  Rehabilitation  Services  projections  of  AFDC  caseload  and  total  costs. 


Table  7 

Comparison  of  1987   Biennium  AFDC  Appropriation, 

Projected  Caseload,   and  Projected  Total  Costs 


Legislative  Appropriation 

Regular  AFDC 
Unemployed  Parent 

Total 


Fiscal 
Cases 

1986  -  ■ 

Average 
Payment 

Total  Cost 

7,490 
450 

$311.47 
422.05 

$27,994,977 
2,279,100 

liiiS 

iMAliATL 

Current  Projections 

Regular  AFDC 
Unemployed  Parent 

Total 

Difference 


Legislative  Appropriation 

Regular  AFDC 
Unemployed  Parent 

Total 


8,120 

$318,27 

$31,012,229 

543 

415.47 

2,707,203 

8^663 

IPiZlgiisi 

__Z23 

$Ji445^35| 

Fic!r>nl     1 Q87    -    • 

Average 

Cases 

Payment 

Total  Cost 

7,483 

$329.64 

$29,097,516 

600 

443.00 

3,189,600 

8j.083 

132^287^116 

Current  Projections 

Regular  AFDC 
Unemployed  Parent 

Total 

Difference 


Projected  1987  Biennium  Deficit 


8,753 

$329.64 

$34,624,067 

655 

432.08 

3,396,149 

a. 408 

|25iQgQi?li 

Ij.325 

|_5^733_^igg 

'8/   Biennium 

$_9j.lZ8i455 
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Current  Department  of  Social  and  Rehabilitation  Services  projections  of  the 
average  monthly  caseload  for  fiscal  1986  are  723  cases  or  9  percent  above  the  level 
used  to  calculate  the  fiscal  1986  appropriation  and  the  projected  fiscal  1987  caseload  is 
1,325  cases  or  16  percent  above  the  level  used  to  calculate  the  1987  appropriation. 
Of  the  $9.2  million  projected  1987  biennium  deficit,  approximately  $3.1  million  is 
general  fund. 

Hndcr  the  curr(-rit  AdminiHtrutive  Rules  of  iVIonlntDi  40.10.405  entitled  "Adjust- 
ment Of  Assistance  Payments  To  Available  Funds",  Department  of  Social  and 
Rehabilitation  Services  is  authorized  to  adjust  the  AFDC  payment  level  according  to 
funds  available. 

When  funds  are  not  available  to  meet  full  budget  deficiency  payment  or  to 
meet  medical  benefits  in  full,  payments  will  be  reduced  on  an  equitable  ba- 
sis, applying  in  all  counties  of  the  state.  The  reduction  will  be  percentage 
reductions  from  the  full  budget  requirements  in  accordance  with  funds 
available . 

During   the    1985    biennium,    the   Department   of  Social   and   Rehabilitation   Services 

implemented    the    provisions    of    this    administrative    rule    and     froze    the    fiscal     1985 

payments   at   the   fiscal   1984   level.      The   department   has   not   chosen   to  implement   this 

rule  in  fiscal  1986  when  faced  with  a  $3.4  million  deficit.   To  reduce  the  projected  1987 

biennium   deficit,    the  legislature  could  require  Department  of  Social  and   Rehabilitation 

Services   to  implement   this   rule  and   adjust  the  fiscal   1987   average  payment  levels   for 

AFDC.    The  following  table  shows  the  effect  of  reducing  the  fiscal  1987  AFDC  payment 

levels    to    various    percentages    of   the    federal    poverty   index.      To    save    the    need    for 

additional   funds  in   fiscal   1987,    the  payments   would   have   to   be   reduced   to   40   percent 

of  the  poverty  index  if  the  SRS's  projections  are  accurate. 
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Table  8 
Payment  Levels  by  Family   Size  at   47,    45,    43,   and  40   Percent  of  The  Poverty  Index 

Fiscal   1987 


Freeze  at 

Family 

Fiscal   1986 

Size 

Level 

1 

$212 

2 

282 

3 

354 

4 

426 

5 

501 

6 

570 

Unemployed 

47% 
Poverty 

$219 
295 
371 
448 
524 
601 


417 


45% 

43% 

40% 

Poverty 

Poverty 

Poverty 

$209 

$200 

$186 

282 

270 

251 

355 

340 

316 

429 

410 

381 

502 

480 

446 

575 

549 

511 

407 


389 


362 


Table    9    shows    the    funds    saved    during-   fiscal    1987   if  the   AFDC    payment   levels 
were  reduced  to  various  percentages  of  the  poverty  index. 


Table  9 
Savings  by  Fund  Source  If  AFDC  Payments  Were  Reduced  by  45,    43,   and  40  Percent 

of  The  Poverty  Index 


Options 

Freeze 

45% 
43% 
40% 

General 
Funds 

$     759,572 

688,243 

1,193,148 

1,950.505 

County 
Funds 

$   49,855 

45,173 

78,313 

128,023 

Federal 
Funds 

$1,587,216 
1,438,165 
2,493,233 
4.075,812 

Total 
Funds 

$2,396,643 
2,171,581 
3,764,694 
6,154,340 

Option  A  : 

Require  nepartmcnt 

of  Social  and 

Rehabilitation   Services 

to 

freeze   the 

Option  B 


AFDC     payment     levels     at     the     fiscal     1986     level     for    a     general     fund 

savings 

in  fiscal  1987  of  $759,572. 

Reduce  the  AFDC   payment  level  as  a  percentage  of  the  poverty  index. 

1.  At  45%  of  the  poverty  index  general  fund  savings  are  $688,243. 

2.  At  43%  of  the  poverty  index  general  fund  savings  are  $1,193,148. 


3,    At  40%  of  the  poverty  index  general  fund  savings  are  $1,950,505. 
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SUPPLEMENTAL   ISSUE   3:    ADJUSTMENT   OF  AFDC   ELIGIBILITY   STANDARDS 

The  AFDC  program  is  a  joint  state  and  federal  cash  assistance  program  for  low 
income  families  who  have  one  or  more  dependent  children  in  the  home.  In  addition  to 
a  cash  assistance  payment,  federal  regulations  stipulate  that  all  members  of  the  AFDC 
family  unit  are  also  eligible  for  medicaid.  Although  federal  funds  cover  over  60  per- 
cent of  the  cost  of  both  AFDC  and  medicaid,  states  are  allowed  considerable  flexibility 
in  establishing  the  eligibihty  criteria  for  AFDC.  Three  financial  criteria  are  used  to 
determine  eligibility  for  AFDC  payments  and  thus  medicaid  benefits:  the  need  stan- 
dard, the  gross  maximum  income  level,  and  the  payment  standard.  Table  10  presents 
the  need  standard,  the  gross  maximum  income  allowable  (185%  of  the  need  standard), 
and  payment  standard  for  Montana  and  six  other  western  states  in  effect  during  fiscal 
1984, 


Table  10 

Monthly  Need  and  Payment   Standards   For 

Determining  AFDC   and  Medicaid  Eligibihty  During  Fiscal   1984 


State  Need 

I'tah  $531 

Idaho  446 

Montana  337 

Wj^oming  320 

Colorado  307 

North  Dakota  289 

South  Dakota  280 


2  Person  Family  -  -  -  - 
Gross 
Income  Payment 


$982 
825 
623 
592 
567 
534 
518 


$276 
245 
279 
320 
307 
289 
280 


-  4  Person 
Gross 

Family  -  -  - 

Need 

Income 

Payment 

$772 

$1,428 

$401 

627 

1,160 

344 

513 

949 

425 

390 

721 

390 

470 

869 

470 

437 

808 

437 

361 

668 

361 

First,  under  very  broad  federal  guidelines,  the  state  must  establish  a  need  stan- 
dard.  The  need  standard  is  the  amount  of  money  a  state  determines  essential  to  meet 
a  minimum  standard  of  living  in  that  state  for  a  specified  family  size.  The  federal 
regulations  which  a  state  must  follow  in  establishing  a  need  standard  are  so  broad 
that    states    may    usp    any    method    considered    reasonable.      As    may    be    soon    from    table 
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10,  the  need  standards  vary  considerably  among  the  seven  states  ranging  from  n  high 
of  $531   for  n   family   of  two  in   Utah   down  to  $280  in  South  Dakota. 

The  second  criteria  used  to  determine  AFDC  eligibility  is  the  gross  maximum 
income  allowable .  The  gross  income  level  is  the  maximum  amount  of  income  a  family 
unit  may  receive  before  any  deductions  are  made  and  still  qualify  for  AFDC.  The  on- 
ly restriction  federal  regulations  place  on  the  state  in  determining  the  gross  monthly 
income  level  is  that  no  family  unit  whose  gross  income  exceeds  185  percent  of  the 
state's  established  need  standard  for  that  family  size  may  be  eligible  for  AFDC .  Most 
states,  including  Montana,  set  the  gross  monthly  income  level  at  185  percent  of  the 
need  standard. 

The  third  criteria  is  the  payment  standard .  The  payment  standard  is  the  maxi- 
mum amount  r>f  cash  assistance  the  state  will  pay  a  specific  size  family  unit  that  qual- 
ifies for  AFDC.  The  only  restriction  the  federal  government  places  on  the  payment 
standard  is  that  it  must  be  greater  than  the  payment  level  in  effect  on  July  1,  1969 
for  comparable  family  size.  In  Montana,  the  payment  standard  has  been  set  by  the 
legislature  as  a  percentage  of  the  federal  poverty  index.  For  the  1987  biennium,  the 
payment  standard  has  been  set  at  47  percent  of  the  poverti'  index. 

Table  11  shows  hypothetical  examples  of  the  calculation  of  AFDC  eligibility  for 
families  of  two,    three,    and  four  members. 
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Table  11 

Calculation 

of  AFDC  Eligibility  for  Three 

Hypothetical 

Families 

Family  of  2 

Family  of  3 

Family  of  4 

Gross  Income  Standard 

$631 

$792 

$951 

Family  Income 

440 

800 

925 

Deductibles 

Work  Allowance 

75 

-0- 

75 

Child  Care 

160 

-0- 

320 

Net   Income 

$205 

$-0- 

$530 

Need  Standard 

$341 

$-0- 

$514 

If  not  income  is  less 
than   nood   standnrd: 

Payment  Standard 
Net   Income 

AFDC  Payment 


$282 
205 

$_77 


$-0- 
-0- 

$=Q2 


$-0- 
-0- 


As  the  first  step  in  qualifying  for  AFDC,  a  family's  total  gross  income  is 
measured  against  the  gross  maximum  income  allowable.  If  the  family  gross  income  is 
greater  than  the  standard  (ns  is  the  case  with  the  family  of  three  in  tnblp  11)  then 
the  family  does  not  qualify  for  AFDC.  If  the  gross  income  is  less  than  the  maximum, 
federal  regulations  allow  a  deduction  of  $75  from  the  earned  income  level  plus  actual 
child  care  costs  up  to  $160  per  child  for  day  care.  The  net  income  (gross  income  mi- 
nus deductibles)  is  then  compared  to  the  need  standard.  If  the  net  income  is  greater 
than  the  need  standard  (as  is  the  case  with  the  family  of  four  in  table  11)  then  the 
family  does  not  qualify  for  AFDC.  If  the  net  income  is  less  than  the  need  standard, 
the  applicant's  income  is  compared  to  the  payment  standard;  and  if  all  other  eligibility 
criteria  have  been  met,  the  applicant  qualifies  to  receive  the  difference  between  the 
payment  standard  and  the  applicant's  net  income. 
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Once  a  family  has  qualified  to  receive  an  AFDC  payment,  all  members  of  the  fam- 
ily unit  also  qualify  to  receive  medicaid  benefits.  Any  adjustment  the  state  may  choose 
to  make  in  the  need  standard  or  the  gross  allowable  income  will  effect  the  number  of 
individuals  who  would  qualify  for  medicaid  and  AFDC.  Chanpes  in  the  payment  stan- 
dard would  nffect  the  size  of  the  AFDC  payment  received.  Adjustment  of  the  payment 
standard  is  discussed  under  Issue  3.  Although  federal  regulations  allow  states  con- 
siderable flexibility  in  determining  their  need  standard,  any  adjustment  that  was  made 
would  require  a  comprehensive  survey  with  documentation  justifying  any  changes  that 
were  made.  On  the  other  hand,  adjustment  of  the  gross  allowable  income  could  be 
made  administratively  by  Department  of  Social  and  Rehabilitation  Services. 

Instead  of  185  percent  of  the  need  standard.  Department  of  Social  and 
Rehabilitation  Services  could  reduce  the  gross  allowable  income  to  a  lov/er  percent. 
The  effect  of  reducing  the  gross  allowable  income  would  be  to  exclude  from  AFDC 
those  individuals  whose  income  before  deductions  was  significantly  above  the  need 
standard.  Because  almost  80  percent  of  the  AFDC  caseload  individuals  have  no  income 
and  because  those  with  income  typically  receive  a  small  AFDC  payment,  reduction  of 
the  gross  income  level  would  not  have  a  large  impact  on  the  AFDC  budget.  However, 
because  all  AFDC  clients  are  also  eligible  for  medicaid  and  the  average  medicaid  cost 
per  AFDC  family  is  approximately  $3,500,  the  effect  of  reducing  the  gross  income 
level  would  have  a  significant  impact  on  the  medicaid  budget. 

Based  on  data  from  a  statistical  sample  of  the  fiscal  1985  caseload,  the  gross  in- 
come standard  would  have  to  be  reduced  to  125  percent  of  the  need  standard  before 
there  would  be  any  significant  impact  on  the  overall  AFDC  caseload.  Reducing  the 
gross  income  standard  to  125  percent  of  the  need  standard  would  eliminate  1.9  per- 
cent of  the  caseload  or  approximately  176  cases  per  month.  Assuming  an  overage 
payment  level  of  $158  per  month,  such  a  reduction  would  result  in  a  savings  of  ap- 
proximately $333,696  in  AFDC  costs  during  fiscal  1987  of  which  $113,456  is  general 
fund.      Based   on   an   average   AFDC    medicaid   cost   of  $3,582    per    family,    the   reduction 
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in    caseload    would    result    in    a    medicaid    savings    of  $630,430    for    fiscal    1987    of   which 

$211,996  is  general  fund. 

Option  A:  The  legislature  could  require  Department  of  Social  and  Rehabilitation 
Services  to  reduce  the  gross  income  standard  to  125  percent  of  the 
need  standard.  General  fund  savings  for  fiscal  1987  would  equal 
$325,452. 

SUPPLEMENTAL   ISSUE   4:    REVISED   FEDERAL   MATCH 

Because  over  $146.2  million  or  60  percent  of  the  total  Department  of  Social  and 
Rehabilitation  Services  budget  for  fiscal  1987  will  be  spent  on  just  two  programs, 
medicaid  and  Aid  to  Families  with  Dependent  Children,  anj'  change  in  the  federal 
funding  match  ratio  for  these  programs  will  have  a  significant  effect  on  the  general 
fund.  The  federal  match  ratio  for  each  state  is  based  on  the  degree  to  which  the 
state's  per  capita  income  is  above  or  below  the  national  average  per  capita  income. 
Prior  to  federal  fiscal  year  1986,  the  federal  match  ratio  was  calculated  every  two 
years.  Beginning  in  federal  fiscal  year  1987,  the  federal  match  ratio  wiU  be 
calculated  annually.  The  new  match  ratio  for  Montana  for  federal  fiscal  year  1987 
increases  from  66.38  percent  to  67.44  percent.  Adjusted  to  the  state  fiscal  year,  the 
federal  match  for  state  fiscal  year  1987  will  equal  67.175  percent  or  an  increase  of 
.795  percent. 

For  the  medicaid  and  daycare  programs,  there  is  a  dollar  for  dollar  reduction  in 
general  fund  as  federal  funds  increase.  For  AFDC,  the  reduction  in  general  fund  is 
slightly  less  because  these  programs  also  include  county  funds.  Of  the  total  funding 
for  the  Foster  Care  Program,  22  percent  of  the  funds  are  federal  Title  IV-E,  5  per- 
cent are  Child  Welfare  Service  funds,  and  1  percent  are  federal  Refugee  funds.  The 
balance  of  the  funding  is  state  and  county  funds.  Only  the  federal  Title  IV-E  funds 
arc  iiffocted  by  the  change  in  the  federal  match  ratio;  other  federal  funds  remain  at 
their  current  level.     The  following  table  shows  the  funding  for  the  medicaid,   daycare. 
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AFDC,    and  foster  care  programs  and  the  general  fund  savings  that  would  be  realized 
under  the  new   federal  match   ratio. 

Table  12 
General  Fund  Savings  for  Fiscal  1987  as  a  Result  of  Increased  Federal  Match 


------ .--Dl f ference 

Program  66.38  Percent     67.175  Percent        Federal  County 


Medicaid  -  Federal  $  78,4if0,969       $  79,380,417      S  939,448 

Medicaid  -  State  39,728,614        38,789,166  $  (939,448) 

Totdl  |118^169^583      $li§il69j^583 


AFDC  -  Federal 

$  25,237,819 

$25,540,080 

$ 

302, 

,261 

AFDC  -  County 

792,509 

773,769 

$(18,740) 

AFDC  -  State 

11,989,888 

11,706,367 

$ 

(283, 

,521) 

Total 

S  38^020^216 

$38,020,216 

Day  Care  -  Federal 

$    324,769 

$   328,659 

$ 

3, 

,890 

Day  Care  -  State 

164,489 

160,599 

$ 

^3; 

,890) 

Total 

$___^^489^258 

$_^_^489^258 

Foster  Care  -  Federal 

$   1,720,550 

S  1,736,641 

$ 

16, 

,091 

Foster  Care  -  County 

856,625 

854,064 

$  (2,561) 

Foster  Care  -  State 

3,534,458 

3,520,928 

s 

(13, 

,530) 

Total  $__6illli633       $  6,111,633      ^lil^li.^^!  |i21i301)   3(^1^240^389) 

The  general  fund  savings  shown  in  table  12  are  based  on  the  current  projection 
bA"^  Department  of  Social  and  Rehabilitation  Services  of  an  AFDC  caseload  of  9,408  for 
fiscal  1987.  This  caseload  is  1,325  above  the  AFDC  caseload  of  8,083  that  was  used 
in  the  legislative  appropriation  to  establish  funding  levels  for  medicaid  and  AFDC.  If 
the  original  AFDC  caseload  of  8,083  is  used  in  calculating  the  new  federal  funding 
match,  general  fund  savings  would  equal  $1,159,904,  county  fund  savings  would  equal 
$18,475,   and  federal  funds  would  increase  $1,178,379. 
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Option  A :  Adopt  the  Department  of  Social  and  Rehabilitation  Services  projected 
AFDC  caseload  of  9,408  and  require  the  department  to  revert 
$1,240,389  general  fund  equaling  the  adjustment  in  the  new  federal 
funding  match. 

Option  B:       Retain  the  original  projected     AFDC     caseload  of  8,083   and   require  the 
department   to   revert   $1,159,904   of   general   funds    equaling   the   adjust- 
ment in  the  new  federal  funding  match. 

ISSUE   1:      MILL  LEVY   REVERSION 

In  partial  support  of  state  assumption  of  the  county  welfare  program,  each  coun- 
ty whose  welfare  program  has  been  assumed  by  the  state  must  levy  12  mills  and  the 
proceeds  of  the  mill  levy  must  be  deposited  with  the  state.  The  12  mill  revenue  is 
included  as  part  of  SRS's  funding,  and  because  there  are  no  restrictions  on  how  the 
funds  can  be  spent,  they  are  treated  similar  to  general  fund.  Because  the  program 
only  began  in  fiscal  1984  and  because  there  are  other  minor  tax  proceeds  that  accrue 
to  the  county  poor  fund,  estimating  the  actual  mill  levy  revenue  that  is  received  by 
the  department  has  not  been  accurate.  The  following  table  shows  the  budgeted  mill 
levy  revenue  and  actual  revenue  received  for  fiscal  1984  through  April  of  fiscal  1986. 


Table  13 

Actual  Versus  Estimated  Mill  Revenue  for  Fiscal  1984 

Through  April  of  Fiscal  1986 


Budgeted 
Actual 

Difference 


Fiscal  1984 

$  5,418,253 
4,271,114 

$11^147^1391 


Fiscal  1985 

$6,214,980 
6,779,423 

$__564^443 


Fiscal   1986 

$6,527,941 
7,343,302 

$__815^361 


l,)ingunge    in    House    liill    500    requires    that    if    county    mill    revonuos    received    by 
Department  of  Social  and  Rehabilitation  Services  exceed  the  amount  appropriated,   then 
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any  excess  funds  must  be  reverted  to  the  general  fund.  Based  upon  the  preliminary 
estimates  shown  in  table  13,  SRS  should  revert  approximately  $800,000  of  excess  mill 
revenue  during  fiscal  1986.  If  one  assumes  the  mill  revenue  will  continue  to  exceed 
the  budgeted  amount  during  fiscal  1987,  then  the  Department  of  Social  and 
Rehabilitation  Services  should  receive  an  additional  $800,000  of  mill  revenue  in  fiscal 
1987.  Based  on  these  estimates,  the  legislature  could  increase  the  department's  fiscal 
1987  mill  levy  appropriation  by  $800,000  and  reduce  the  fiscal  1987  general  fund 
appropriation  by  a  corresponding  amount. 

Option  A:        Increase  Department  of  Social  and  Rehabilitation  Services  12  mill  levy 

appropriation  by   $800,000    for   fiscal   1987   and   reduce  the   general  fund 

appropriation  by  $800,000. 

ISSUE  2:      PERSONNEL  REDUCTION 

Based  on  May,  1986  personnel  reports,  in  addition  to  the  required  4  percent  va- 
cancy savings.  Department  of  Social  and  Rehabilitation  Services  will  underspend  their 
personnel  budget  by  approximately  $540,000.  Although  a  percentage  of  this  amount 
may  be  attributable  to  delays  in  beginning  new  programs  authorized  for  fiscal  1986 
and  a  higher  than  normal  turnover  rate  among  staff,  13  positions  were  identified  as 
not  having  been  filled  at  all  during  fiscal  1986.  Of  the  13  positions  identified,  9 
positions  have  been  vacant  for  over  18  months.  Elimination  of  these  positions  would 
not  effect  any  ongoing  departmental  programs  and  Department  of  Social  and 
Rehabilitation  Services  does  not  need  to  maintain  the  positions  in  a  vacant  status  to 
generate  the  required  4  percent  vacancy  savings.  The  following  table  shows  the 
position,  the  length  in  months  that  the  position  has  been  vacant,  the  FTE  level,  and 
the  general  fund  cost  of  each  position  at  step  2  of  the  fiscal  1987  pay  plan.  The 
costs  shown  include  salary  and  benefits. 
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Table  14 
Vacant  Positions  and  Fiscal  1987  Costs 


Position  Description 

1.  Admin,   Officer  III 

2.  Admin.   Officer  III 

3.  Admin.   Officer  III 

4.  Program  Analyst  III 

5.  Program  Officer  II 

6.  Rehab.   Counselor  III 

7.  Rehab.   Teacher 

8.  Eligibility  Tech.    I 

9.  Human  Services  Aid 

10.  Social  Worker  II 

11.  Care  Specialist 

Total 


Months 

General 

Total 

Vacant 

FTE 

Fund 

Fund 

18 

1.00 

$14,011 

$  28,022 

11 

1.00 

13,321 

28,022 

18 

1.00 

13,321 

28,022 

24+ 

1.00 

15,132 

28,022 

11 

.83 

4,628 

23,259 

24+ 

.70 

4,665 

16,662 

17 

1.00 

4,808 

23,802 

24+ 

.45 

2,432 

8,685 

20 

2.00 

6,330 

31,814 

11 

,50 

6,252 

12,504 

11 

.50 

5,951 

11,901 

$90^851 


$240^715 


Option^:      Eliminate     all  positions  that  have  been  vacant     since  the     beginning  of 

fiscal  1986  for  a  general  fund  savings  of  $90,851. 
Option_B:      Eliminate  all  positions  that  have  been  vacant  18  months  or  longer  for  a 

general  fund  savings  of  $55,891, 

ISSUE   3:      EMERGENCY   GENERAL  ASSISTANCE 

The  1985  legislature  approved  general  fund  of  $100,000  per  year  of  the  1987  bi- 
ennium  for  Emergency  General  Assistance.  These  funds  were  to  provide  a  maximum 
of  three  days  emergency  relief  to  individuals  who  might  be  adversely  affected  by  the 
changes  in  eligibility  for  the  State  General  Assistance  Program  proposed  under  House 
Bill  843.  Because  the  recent  Supreme  Court  ruling  has  maintained  the  eligibility  re- 
quirements for  general  assistance  that  were  in  effect  prior  to  passage  of  House  Bill 
843,   these  funds  are  no  longer  needed  by  the  department. 

02tion_A:      The  legislature  may  require  that  the  department  revert  the  $100,000  of 
general  fund  appropriated  for  fiscal  1987. 
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ISSUE   4:    EIIGIBILITY   TECHNICIANS 

The  Eligibility  Determination  Bureau  of  Department  of  Social  and  Rehabilitation 
Services  has  175  eligibilit3/  technicians  whose  primary  function  is  determination  of 
client  eligibility  for  food  stamps,  AFDC,  medicaid,  and  general  assistance.  Cost  of  the 
total  EligibilJtj'^  Determination  program  is  approximately  45  percent  federal,  26  percent 
county,  and  28  percent  general  fund.  The  county  funds  are  reimbursement  for  the 
costs  of  the  eligibility  program  in  the  44  counties  where  the  state  has  not  assumed 
the  county  welfare  program.  Cost  of  the  eligibility  program  in  the  state  assumed 
counties  is  56  percent  general  fund  and  44  percent  federal  funds. 

For  the  1987  biennium,  the  legislature  approved  57  additional  eligibility  techni- 
cian positions.  Of  these  57  positions,  23  were  previously  contracted  for  through  the 
Assistance  Payments  Program  and  did  not  require  an  additional  appropriation;  22  po- 
sitions were  authorized  for  counties  where  the  state  had  not  assumed  the  welfare  pro- 
gram and  where  there  would  be  no  general  fund  impact;  12  positions  were  located  in 
state  assumed  counties  and  required  a  general  fund  appropriation.  To  lessen  the 
general  fund  impact,  the  new  positions  in  the  state  assumed  counties  were  to  be 
phased  in  during  the  1987  biennium  at  the  rate  of  one  additional  position  every  two 
months  beginning  July  1,  1985.  Because  the  positions  are  phased  in,  the  actual  num- 
ber of  I'TE   for  the   full  year  is  less  than  the  number  of  positions. 

In  September,  1985  Department  of  Social  and  Rehabilitation  Services  submitted  a 
budget  amendment  and  received  approval  for  five  additional  eligibility  technicians  in 
the  assumed  counties.  Cost  of  the  additional  positions  would  be  paid  with  increased 
federal  funds  that  would  become  available  by  delaying  hiring  of  any  positions  until 
October,  1985  and  by  an  increase  in  the  percent  of  funding  from  44  percent  to  72.5 
percent.  The  increased  federal  participation  was  made  possible  by  slightly  modifying 
the  job  descriptions  of  the  eligibility  technicians  to  meet  a  new  f(>dornl  progrnm  for 
fraud  investigation.  Thus,  through  the  enhanced  federal  funding  Department  of 
Social    and    Rehabilitation    Services    increased   the    eligibility    technician    positions    to    11 
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during  fiscal  1986  which  will  become  11  full-time  positions  at  the  beginning  of  fiscal 
1987.  The  following  table  shows  the  additional  positions,  FTE,  and  costs  for  the 
state  assumed  counties  resulting  from  implementation  of  the  budget  amendment. 


Table  15 

Additional  Eligibility  Technician  Positions  For 

State  Assumed  Counties 


No.   of 
Positions       FTE 


Fiscal   1986 Fiscal   1987 


General 
Fund 


Total  No.   of 

Fund  Positions       FTE 


-------  Appropriated  ------ 

6  3.5  $35,430  $  63,267 

-   -  -  -  With  Budget   Amendment-   -  -   - 

11  6.0  $34,857  $126,756 


General 
Fund 


Total 
Fund 


-------   Appropriated  -   -  -  - 

12  9.5        $   96,202  $171,789 

_____   With   Budget   Amendment  - 

17  14.5        $   84,238  $306,327 


------  Difference  --------       _-_--__--_  Difference  ----- 

.5  2^5  i__i573i  $_63^489  5  _5^0       1X11^9641  $134^538 


The  figures  shown  in  table  15  for  fiscal  1987  with  the  budget  amendment  assume 
that  Department  of  Social  and  Rehabilitation  Services  would  submit  and  receive 
approval  for  a  budget  amendment  that  continued  the  additional  positions  from  fiscal 
1986.  As  may  be  seen  from  table  15,  continuation  of  the  budget  amendment  would 
save  $11,964  of  general  fund  during  fiscal  1987. 

For  fiscal  1987,  the  legislature  could  approve  the  continuation  of  the  original  six 
positions  authorized  for  fiscal  1986  plus  the  additional  five  budget  amended  positions 
but  ehminate  the  six  new  positions  authorized  by  the  legislature  for  fiscal  1987.  The 
following  table  compares  the  appropriated  level  for  additional  FTE  and  cost  with  the 
FTE  and  costs  if  the  budget  amendment  were  continued,  but  no  new  positions  were 
added. 
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Table  16 

Comparison  of  Appropriated  FTE  and  Costs  for  Fiscal  1987 

With   FTE  and  Cost  if  No  New  Positions  are  Added 


Number 
Position 

of 

is 

FTE 

General 
Fund 

Total 
Fund 

Appropriated 

12 

9.5 

$  96,202 

$171,789 

Budget  Amendment 

11 

11.0 

63,899 

232,386 

Difference 

LU 

=^ii 

UU±Ml 

iJQilSI 

As  may  be  seen  from  the  above  table,  if  no  new  positions  were  added  during-  fis- 
cal 1987  llip  department  would  still  have  2.5  more  FTE  than  originally  authorized  but 
there  would  also  be  a   general  fund  savings  of  $32,303. 

Option  A :  Approve  the  continuation  of  the  fiscal  198G  budget  amendment  adding 
five  new  positions  for  fiscal  1987  for  a  general  fund  savings  of 
$11,964. 
Option  P.:  Approve  the  continuation  of  the  fiscal  1986  budget  amendment  adding 
five  new  positions  for  fiscal  1987  but  eliminate  the  other  six  new  po- 
sitions that  were  originally  authorized  for  a  general  fund  savings  of 
$32,303. 


ISSUE   5:    LEGAL   SERVICES 

For  fiscal  1987,  Department  of  Social  and  Rehabilitation  Services  is  budgeted  for 
two  legal  services  contracts.  One  contract  for  $100,000  is  administered  by  the 
Economic  Services  Program  and  is  to  help  a  minimum  of  180  general  assistance 
recipii-nts  file  disability  claims  witli  the  So(;ial  Set;urity  Administration  which  would 
then  move  them  off  general  assistance  and  onto  social  security  disability  lienefits  and 
medicaid.  As  of  February,  1986  eight  individuals  have  been  assisted  in  appealing 
their  disability  hearings  and  have  been  removed  from  the  general  assistance  caseload 
for  a  savings  of  $4,284. 
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The  second  contract  for  $50,000  is  in  the  Social  Services  Program  and  is  to  pro- 
vide a  variety  of  legal  services  for  the  elderly  including-  assistance  with  custody  is- 
sues,  divorce,   welfare  claims,   and  spouse  abuse. 

Both  contracts  are  with  Montana  Legal  Services  which  is  a  member  of  the  Nation- 
al Legal  Services  Corporation.  To  the  extent  funds  are  available,  as  a  member  of  the 
National  Legal  Services  Corporation,  Montana  Legal  Services  must  provide  legal  assis- 
tance to  indigent  pcvRons  irrospoctivo  of  any  contrncts  they  may  have  with  the  state. 
Neithor  contract  is  required  by  any  federal  law  and  according  to  Department  of  Social 
and  Rehabilitation  Services,  loss  of  the  contracts  would  not  jeopardize  (iny  federal 
grants. 

Option  A:      Eliminate  the  $100,000  legal  services  contract  in  the  Economic  Services 

program . 
Option  B:      Eliminate  the  $50,000  legal     services     contract     in  the  social  services 

program . 
Option  C:      Eliminate  both  legal  service     contracts     for  a     general  fund   savings  of 
$150,000. 

ISSUE  6:      ADDITIONAL  SOCIAL  WORKER  POSITIONS 

During  the  1985  legislative  session,  24  additional  social  worker  positions  were  ap- 
proved for  child  protective  services.  To  reduce  the  1987  biennium  cost,  the  positions 
were  scheduled  to  be  phased  in  at  the  rate  of  six  new  positions  every  six  months  of 
the  biennium.  The  following  table  shows  the  cost  and  phase-in  schedule  for  these 
positions. 
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Costs  an 

d 

Phase 

in  Schedule 

Table  16 

for  Additional  Social  Worker  Positions 

FTE                        July 

1985 

Jan.    1986 

July  1986 

Jan 

'..    1987 

Biennium 
Total 

SW   II 
SW   III 

3 
3 

6 
6 

9 

9 

12 
12 

12 
12 

Total 

6 

12 

18 

24 

24 

Costs 

Fiscal   1986 

Fiscal  1987 

1987  Biennium 

PersG.ial  Service 
Operating  Expense 
Equipment 

$204,207 

41,220 

4,000 

$492,827 

96,180 

4,000 

$697,034 

137,400 

8,000 

Total 

$249^427 

$593^007 

$842^434 

Funding 

General  Fund 
County  Fund 

$218,248 
31,179 

$518,881 
74,126 

$737,129 
105.305 

Total 

^242^427 

$593^007 

$842^434 

The  county  funds  shown  in  table  16  are  the  county  share  of  pergonal  service 
costs  in  counties  where  the  local  welfare  programs  have  not  been  assumed  hy  the 
state. 

Department  of  Social  and  Rehabilitation  Services  testified  during  the  legislative 
hearings  that  the  additional  social  worker  positions  were  to  be  used  to  reduce  the 
caseloads  of  social  workers  who  were  providing  child  protective  services.  Protective 
services  include  investigation,  referral,  and  intervention  in  casps  where  there  is 
suspected  physical,  emotional,  or  sexual  abuse  of  children,  or  in  instances  where  the 
child  suffers  neglect.  According  to  Department  of  Social  and  Rehabilitation  Services, 
during  fiscal  1984  there  were  7,092  children  referred  for  investigation  of  possible 
abuse  or  neglect.  Of  this  number,  3,600  cases  were  confirmed  abuse  or  neglect 
requiring  additional  services.  Testimony  presented  by  Department  of  Social  and 
Rehabilitation     Services    in    support    of    the    additional    positions    did    not    indicate    any 
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abused  or  neglected  children  were  unserved;  rather,  justification  for  the  additional 
positions  was  primarily  based  on  the  need  to  provide  more  intensive  services  and 
reduce  the  burnout   rate  experienced  by  existing  social   worker  positions. 

Option  A:  Eliminate  12  Social  Worker  Positions.  The  legislature  could  eliminate 
the  12  additional  positions  authorized  for  fiscal  1987.  Because  the  12 
additionii]  positions  authorized  for  fiscal  1986  are  continued  the  depart- 
ment would  provide  increased  services  in  fiscal  1987  and  reduce  the 
pressure  on  existing  social  worker  positions  in  fiscal  1987.  The  follow- 
ing savings  would  be  generated  by  eliminating  the  12  additional  social 
worker  positions  for  fiscal  1987. 

General  Fund  $222,377 

County     fund  31,768 

TOTAL  IgMiiil 

Option  B :      Eliminate     six     social  worker  positions.     The  legislature  could  eliminate 

six   of  the   12   authorized   additional  positions   for  fiscal   1987   and  phase 

in    the    remaining    six    positions    at    the    rate    of   three    each    six    months 

during  fiscal  1987.        The  savings  that  would   be   generated   by  phasing 

in   only  six  new  positions  during  fiscal   1987  equal: 

General  fund  $111,187 

County     fund  15,884 

TOTAL  liiliQIi 

ISSUE   7:    INCREASE  LOCAL   SUPPORT   FOR  BIG   BROTHERS   AND   SISTERS 

The  Big  Brothers  and  Sisters  Program  is  a  service  provided  to  youth  from  single 
parent  families.  According  to  information  provided  by  the  State  Federation  of  Big 
Brothers  and  Sisters  in  Montana,  during  fiscal  1984  1,344  children  received  services 
from  this  program.  Adult  volunteers  nro  selected  and  matched  witli  children  from 
single  parent  families  to  provide  friendship,  guidance  and  appropriate  role  models. 
Department  of  Social  and  Rehabilitation   Services   funding  for  the  program   during  fiscal 
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1987  is  $226,000  of  which  25  percent  are  local  funds  ($56,500)  and  75  percent  freneral 
fund  ($169,500).  In  fiscal  1984,  Big  Brothers  and  Sisters  reported  that  the  state 
general  fund  contribution  was  29  percent  of  their  statewide  budget.  These  funds  are 
used  to  pay  operational  and  administrative  costs  such  as  volunteer  training,  rent,  and 
advertising.  According  to  information  presented  to  the  legislature  by  the  State 
Federation  of  Big  Brothers  and  Sisters,  of  the  eleven  Big  Brother  and  Sister 
Programs  that  receive  state  funds,  only  three  programs  would  be  forced  to  close  if 
state   funds  were  discontinued   entirely. 

The  logislaturc  could  require  that  Department  of  Social  and  Rehabilitation 
Services  reduce  the  state  ;.)f.tch  level  to  50  percent  general  fund.  Whether  or  not 
services  would  be  reduced  under  the  adjusted  match  ratio  would  depend  upon  the 
ability  of  the  local  programs  to  increase  their  share  of  the  costs. 

Option  A:      Reduce     the     state     match     to     50  percent     in  fiscal     1987     for  the  Big 
Brothers  and  Sisters  Program  for  a  general  fund  savings  of  $56,500. 

ISSUE  8:      FOSTER   CARE   CLOTHING   ALLOWANCE 

During  the  legislative  hearings  for  foster  care,  testimony  was  presented  that  be- 
cause the  reimbursement  rate  paid  by  Department  of  Social  and  Rehabilitation  Services 
was  so  low,  many  foster  parents  had  to  pay  for  clothing  and  special  services  for 
foster  children  with  their  own  money.  To  rectify  this  situation,  the  1985  legislature 
established  a  basic  rate  for  foster  care  that  was  intended  to  cover  all  the  normal 
expenses  of  maintaining  a  foster  child  and  appropriated  $254,855  in  additional  funds 
for  fiscal  1987  for  clothing  and  support  services  to  the  1,217  foster  care  children  in 
group  homes  and  in  foster  families.  The  additional  services  to  bo  provided  included 
child  therapy,  food  supplements,  respite  care,  special  needs  such  as  orthopedic  shoes 
or  special  school  needs,  and  an  increase  in  the  clothing  allowance.  The  following 
table  shows  the  allocation  of  the  additional  funds  and  the  number  of  children  served. 
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Table  18 

Additional  Support  Service  for  Foster  Care 

Fiscal  1987 


Children 

Cost 

Fiscal   1987 

Support  Service 

Served 
1,253 

per  Child 
$      100,00 

Cost 

Clothing 

$125,265 

Child  Therapy 

82 

921.36 

75,552 

Supplemental  Services 

484 

26.58 

12,867 

Home  Damage 

7,750 

Respite  Care 

130 

116.55 

15,151 

Diet  Support 

10 

1,827.00 

18,270 

Total 

1254^855 

Funding 

General  Fund 

$   86,651 

Countv  Fund 

30,583 

Federal  Fund 

137,621 

Total 

$254^855 

According  to  Department  of  Social  and  Rehabilitation  Services,  a  $50  yearly 
clothing  allowance  had  been  built  into  the  daily  rate  for  foster  care  during  fiscal  1984 
but  no  funds  were  allocated  to  other  supplemental  services  such  as  child  therapy, 
home  damage  or  respite  care.  However,  because  of  budget  constraints  during  fiscal 
1984,  only  400  foster  children  actually  received  the  $50  clothing  allowance.  Clothing 
for  foster  children  who  did  not  receive  the  clothing  allowance  during  the  1985 
biennium  was  either  paid  for  by  their  foster  parents  or  came  from  donations.  The 
additional  funds  appropriated  for  the  1987  biennium  were  intended  by  the  legislature 
to  reimburse  foster  parents  for  any  extra  costs  that  were  not  covered  through  the 
basic  foster  care  rate.  The  additional  funds  were  to  be  used  on  an  as  needed  basis 
and  would  allow  each  child  up  to  $100  per  year  for  clothing.  If  the  additional 
appropriation  for  clothing  were  reduced  from  $100  per  child  to  $50  per  child,  the 
general    fund     savings     would    be     $21,295     during    fiscal     1987.       By    restricting    the 
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reduction  to  just  the  clothing  allowance,  no  therapeutic  services  would  be  jeopardized. 
Because  the  additional  funds  are  used  on  an  as  needed  basis  and  have  not  been 
built  into  the  basic  foster  care  rate,  it  is  possible  to  account  for  fiscal  1986  expendi- 
tures of  these  funds.  The  following  table  compares  the  fiscal  1986  appropriation,  ac- 
tual expenditures  through  March  31,  1986,  the  projected  total  expenditures  for  fiscal 
1986,   and  the  balance  of  funds. 


Table  19 
Aopropriated  and  Expended  Funds  for  Additional  Foster  Care  Services 

During  Fiscal  1986 


Service 

Clothing 

Supplemental  Services 
Child  Therapy 
Respite  Care 
Diet  Support 
Home  Damage 

Total 


Fiscal   1986 

Actual 

Projected 

Appropriated 

Expenditures 

Expenditures 

Balance 

$119,300 

$30,431 

$40,575 

$  78,725 

12,255 

16,249 

21,655 

(9,400) 

71,955 

9,817 

13,089 

58,866 

14,430 

1,518 

2,024 

12,406 

17,400 

669 

892 

16,508 

7,750 

-0- 

-0- 

7,750 

$243^090 

$58^684 

M±Ul 

$169^855 

As  may  be  seen  from  table  19,  during  fiscal  1986  only  $78,235  or  32.2  percent  of 
the  total  appropriation  is  projected  to  be  spent.  Assuming  a  similar  expenditure 
pattern  for  fiscal  1987,  $82,021  of  the  $254,855  appropriation  will  be  spent.  This 
leaves  a  balance  of  $172,834   of  which  $58,764   is  general  fund. 

Option  A :  Reduce  the  appropriation  for  support  services  for  foster  care  by  an 
amount  equal  to  the  reduction  of  the  clothing  allowance  from  $100  to 
$50.  Such  a  reduction  would  not  jeopardize  any  therapeutic  services. 
The  general  fund  savings  would  be  $21,295. 
Option  B :  Reduce  the  appropriation  for  additional  services  by  an  amount  equal  to 
the  difference  between  the  projected  expenditures  and  the  appro- 
priation.     The   general  fund   savings  would  be  $58,764. 
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ISSUE  9:    R ESIPENTIAL   ALCOHOL   AND   nRUr.   TRHA TMENT   EOR    YOUTH 

The  Department  of  Social  and  Rehabilitation  Services  received  funding  in  the 
1985  biennium  for  a  new  program  to  provide  residential  alcohol  and  drug  treatment  for 
indigent  youth  in  need  of  care,  youths  in  need  of  supervision,  and  delinquent  youth. 
To  be  eligible,  the  youth  must  meet  the  AFDC  income  standard,  be  an  adjudicated  de- 
linquent, be  reviewed  by  a  certified  alcohol  counselor  as  in  need  of  treatment,  and  be 
placed  in  an  alcohol  program  approved  by  the  Department  of  Institutions. 

General  fund  of  $225,000  per  year  was  appropriated  to  support  thr  program.  To 
offset  the  cost  of  the  new  program,  the  legislature  increased  the  beer  tax  by  $.30 
per  barrel.  Through  April,  the  increased  beer  tax  had  netted  $177,813.  If  the  pat- 
tern of  beer  consumption  is  maintained  through  the  fiscal  year,  the  increased  tax  will 
net  a  total  of  $213,376  for  fiscal  1986. 

The  department  reimburses  approved  facilities  $110  per  day  up  to  40  days,  for  a 
maximum  payment  of  $4,400  per  youth.  Forty-three  youth  had  been  placed  by  the 
end  of  April  1986  at  a  rate  of  approximatelj/^  one  youth  per  week.  According  to  the 
department,  there  is  currently  no  waiting  list.  Based  upon  billings  received  for  the 
30  youth  who  had  completed  the  program  through  that  time  period,  the  department 
has  reimbursed  facilities  at  an  average  rate  of  $3,523  for  32.02  days  of  care  per 
youth.  If  rates  of  placement  and  reimbursement  continue,  the  department  will  expend 
$183,196  on  52  youth  placed  in  fiscal  1986,  which  is  $41,804  less  than  the  appropri- 
ated level  of  $225,000.  The  following  table  shows  the  number  of  youth  who  could  be 
served  at  various  levels  of  appropriation  given  current  payment  patterns. 
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Table  20 

Residential  Alcohol  and  Drug  Treatment 

Appropriation  -  Youth  Served 


Percent  of 

Appropriation  Funding  Youth  Served 

100%   Funded  $225,000                                         64 

25?;   lieduction  168,750                                          48 

50%  Reduction  112,500                                        32 

75%  Reduction  56,250                                        16 


If  reduction  were  made  in  the  Alcohol  and  Drug  Treatment  Program,  any  funds 
saved  would  revert  to  the  general  fund.  If  the  program  were  eliminated,  all  taxes 
collected  would  remain  in  the  general  fund.  All  services  to  youth  existing  in  fiscal 
1985  would  be  maintained.  A  reduction  in  the  appropriation  would  reduce  the  number 
of  youth  receiving  treatment  from  projected  fiscal  1986  levels. 

Option  A :      Reduce  funding  by  25  percent,    general  fund  savings:     $56,250 
Option  R :      Reduce  funding  by  50  percent,    general  fund  savings:      $112,500 
Option   C :       Reduce  funding  by  75  percent,    general  fund  savings:      $168,750 
Option  D:      Eliminate  program  for  fiscal  1987,    general  fund  savings:     $225,000 

ISSUE   10:      EXPANSION   OF  WAIVER   PROGRAM 

During  the  1985  biennium,  the  legislature  authorized  Department  of  Social  and 
Rehabilitation  Services  to  develop  home  and  community  based  services  for  the  elderly 
as  a  less  expensive  alternative  to  nursing  home  care.  Services  provided  through  this 
program  include  homemaker  services,  in-home  nursing  care,  and  respite  care  for  the 
elderly.  Eligibility  criteria  for  the  program  are  similar  to  those  for  AFDC  and 
medicaid.  Funding  for  the  program  is  63  percent  federal  and  37  percent  general 
fund. 

For  the  1987  biennium,  the  legislature  approved  expansion  of  the  community 
based  services  program  by  25,600  days  of  care  in  fiscal  1986   and  39,600   days  of  care 
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in  fiscal  1987  from  the  approximately  70,000  days  of  care  in  fiscal  1985.  However, 
based  on  actual  waiver  expenditures  throug-h  April,  1986,  projected  expenditures  for 
the  program  are  estimated  to  be  $507,431  under  budget.  Assuming  a  similar  uti- 
lization rate  for  the  program  during  fiscal  1987,  expenditures  will  be  $629,550  under 
budget.  The  following  table  compares  the  1987  biennium  budget  and  projected  expen- 
ditures for  the  Waiver  Program. 

Table  21 
Comparison  of  Budgeted  Versus  Projected  Expenditures  for  the  Waiver  Program 

1987   Biennium 


-  -  -  -  Fiscal 

1986 

-  -  -  -  Fiscal 

1987 

Care/ days 

Cost 

Care/days 

Cost 

Budget 

96,005 

$1,424,503 

109,965 

$1,767,325 

Projection 

85,408 

917,072 

93,827 

1,137,775 

Difference 

IQ^&gl 

1     507^431 

_12^138 

^__629^550 

In  fiscal  1987,    the  expanded  services  would  cost  an  additional  $627,302   of  which 

$229,882   is    general   fund.      However,    based  on   the  above  projected  expenditures,    the 

legislature  could  eliminate  the  $627,302  in  funding  for  the  expanded  services  for  fiscal 

1987  without  reducing  the  level  of  services  that  are  projected  to  actually  be  provided. 

Option  A :      Eliminate     expanded     waiver  services     for  a     general  fund     savings     of 

$229,882. 

ISSUK    11:      MONTANA   YOUTH    TREATMENT   CENTER 

SRS's  fiscal  1987  medicaid  appropriation  includes  $2,002,434  to  fund  the  new 
Montana  Youth  Treatment  Center  for  emotionally  disturbed  youth.  However,  before 
the  facility  can  receive  medicaid  funding  it  must  be  certified  as  meeting  federal 
medicaid  standards.  To  date,  the  center  has  been  reviewed  twice  by  federal 
certification  teams  but  due  to  continuing  facility  and  programmatic  deficiencies  the 
center  has  not  been  granted  medicaid  certification. 
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Currently  the  center  is  funded  100  percent  with  g-enernl  fund  through  the 
Department  of  Institutions.  If  medicaid  certified,  any  medicaid  reimbursement 
received  by  the  facility  would  be  deposited  in  the  state  treasury  as  revenue. 
Because  they  did  not  expect  that  the  facility  would  be  certified  during  fiscal  1987  as 
medicaid  eligible,  the  Governor's  Revenue  Estimating  Advisory  Council  did  not  include 
in  their  revenue  estimate  any  medicaid  reimbursement  from  the  youth  center.  If  the 
c<Mitor  is  not  (eligible  for  medicaid  roimbursomont  during  fincnl  1987,  then  SKS's 
medicaid  jinproprintion  may  bo  reduced  by  $2,002,434  of  which  $651,993  is  general 
fund. 

Option  A :      Reduce  medicaid  funding  by  $2,002,434  for  a     general     fund  savings  of 
$651,993. 

ISSUE   12:    REDUCTION    OF   NON-INTENSIVE    SERVICES    FOR    THE   DEVELOPMENTALLY 
DISABLED 

Over  the  past  three  bienniums,  services  for  the  developmentally  disabled  has 
been  one  of  the  fastest  growing  programs  in  Department  of  Social  and  Rehabilitation 
Services.  As  may  be  seen  from  the  following  table,  total  costs  for  these  programs 
have  increased  by  49.3  percent  from  the  1983  biennium  to  the  appropriation  for  the 
1987  biennium. 

Table  22 

Developmental  Disabilities  Program  Expenditures 

1983  through   1987   Biennium 

%  Change 
1983  Biennium  1985   Biennium  1987   Biennium  1983-1987 

Total  Costs  $24,175,222  $30,028,938  $36,108,658  49.3 


A  wide  variety  of  services  for  the  developmentally  disabled  are  provided  by 
Department  of  Social  and  Rehabilitation  Services  through  contracts  with  56  local 
corporations.      The   following  table   shows   the  contracted   services   and   the   Department 
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of   Social    and    Rehabilitation    Services    allocation    of    funds    by    service    at    the    current 
level  appropriation   for  the  1987  biennium. 


Table  23 

Developmental  Disabilities  Services  Benefits 

Fiscal   1986  and  1987 


Fiscal  1985 

Fiscal  1986 

Fiscal  1987 

%  Change 

Service 

Base 

Appropriation 
$  2,707,732 

Appropriation 
$  2,816,042 

1985-1987 

Adult  Group  Home 

$  2,445,151 

15.2 

Intensive  Group  Home 

1,072,488 

1,326,203 

1,371,251 

27.8 

Child  Group  Home 

1,000,643 

1,061,276 

1,103,727 

10.3 

Semi-Independent 

771,356 

803,446 

835,584 

8.3 

Day  Service 

5,868,655 

5,970,196 

6,209,004 

5.8 

Specialized   Family 

237,500 

416,000 

432,640 

82.2 

Family  Training 

1,046,436 

1,150,042 

1,196,044 

14.3 

Respite 

253,184 

244,733 

254,522 

.5 

Vocational  Placement 

32,290 

84,110 

87,474 

170.9 

Evaluation  Diagnosis 

447,347 

353,674 

367,821 

(17.8) 

Adaptive  Equipment 

66,560 

70,305 

73,117 

9.8 

Transportation 

841,886 

661,749 

696,218 

(17.3) 

Program  Expansion 

-0- 

754,994 
115^604^460 

2,135,129 
$17^578^573 

-0- 

Total 

114^083^496 

_24^8_ 

Although  the  subcommittee  did  not  require  that  Department  of  Social  and 
Rehabilitation  Services  expend  funds  exactly  according  to  the  above  allocation,  it  was 
the  subcommittee's  intent  that  the  priority  for  funding  services  should  be  the 
residential  services  -  adult  group  homes,  intensive  group  homes,  child  group  homes, 
semi-independent  living,  and  specialized  family  care.  Although  not  necessarily  true 
in  every  case,  in  general  these  services  are  more  likely  to  have  a  direct  impact  on 
reducing  inappropriate  institutionalization.  Additionally,  some  services  such  as 
transportation  could  be  continued  through  a  more  extensive  use  of  local  volunteers. 

The  legislature  could  require  the  department  to  make  a  selective  percentage  re- 
duction in  services.  Services  to  be  reduced  would  be  those  that  would  have  the  least 
potential  for  increasing  institutionalization.  Table  24  shows  an  example  of  how 
services  could  be  reduced  with   selective  percentage  reductions  and  the  corresponding 
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savings.  Program  expansion  has  also  been  reduced  under  the  assumption  that  at 
least  15  percent  of  these  funds  would  be  used  for  non-residential  services.  Issue  11 
discusses  the  elimination  of  non-residential  services  from  the  program  expansion  only. 
Actual  reductions  should  require  an  analysis  by  Department  of  Social  and 
Rehabilitation  Services  to  ensure  that  reductions  made  would  have  a  minimal  impact  on 
potential  client  institutionalization. 

Table  24 

Comparison  of  Appropriated  Level  of  Developmental  Disabilities  Services 

and  a  Selective  Reduction  in  Services 


Fiscal   1987 

Reduced 

Percent 

Service 

Appropriation 

Appropriation 

Savings 

Reduction 

Adult   Home 

$  2,816,042 

$  2,816,042 

$         -0- 

0.0 

Intensive   Home 

1,371,251 

1,371,251 

-0- 

0.0 

Child   Home 

1,103,727 

1,103,727 

-0- 

0.0 

Semi-Independent 

835,584 

835,584 

-0- 

0.0 

Day  Service 

6,209,004 

5,588,104 

620,900 

10.0 

Special  Family 

432,640 

432,640 

-0- 

0.0 

Family  Training 

1,196,044 

1,136,242 

59,802 

5.0 

Respite 

254,522 

241,796 

12,726 

5.0 

Vocational  Placement 

87,474 

83,100 

4,374 

5.0 

Evaluation /Diagnosis 

367,821 

349,430 

18,391 

5.0 

Adaptive  Equipment 

73,117 

69,461 

3,656 

5.0 

Transportation 

696,218 

591,785 

104,433 

15.0 

Program  Expansion 

2,135,129 

1,814,860 

320,269 

15.0 

Total 

|lZi|Z|i&Z2 

mAu±ui 

lliliiilil 

_6^5 

Funding  for  the  developmental  disabilities  program  is  primarily  a  combination  of 
federal  social  services  block  grant  funds  and  general  fund.  Because  there  is  no 
match  requirement  for  these  federal  funds,  any  savings  that  would  accrue  from  a  re- 
duction of  service  would  be  general  fund. 

The  following  table  shows  the  general  fund  savings  if  all  non-residential  services 
were  reduced  by  5 ,    10,   and  15  percent. 
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Table  25 

Comparison  of  5,    10,   and  15  Percent  Reductions  for  all  Non-Residential  Services 

5  Percent  10  Percent  15  Percent 

Appropriation                              Reduction  Reduction  Reduction 

Current  Level                             $17,578,573  $17,578,573  $17,578,573 

Reduced                                           16,699,644  15.820,715  14,941,787 

Savings                                    $ 872^929  $_1^757^85I  i_2^636^786 


Option  A :  Reduce  all  non-residential  services  by  5  percent  for  a  fiscal  1987  gen- 
eral fund  savings  of  $878,929. 

Option  B :  Reduce  all  non-residential  services  by  10  percent  for  a  fiscal  1987 
general  fund  savings  of  $1,757,857, 

Option  C :  Reduce  all  non-residential  services  by  15  percent  for  a  fiscal  1987 
general  fund  savings  of  $2,636,786. 

Option  D :  Selective  percentage  reduction  of  services.  The  Legislature  could 
request  a  selective  or  variable  percentage  reduction  in  services  similar 
to  the  reduction  presented  in  table  24 .  The  total  general  fund  savings 
would  depend  upon  the  reductions  requested.  If  the  reductions  fol- 
lowed the  pattern  shown  in  table  24,  the  general  fund  savings  would 
be  approximately   $1,144,551. 

ISSUE   13:      EXPANSION   OF  DEVELOPMENTAL  DISABILITIES   SERVICES 

During  the  1985  legislative  session,  considerable  testimony  was  presented  by 
both  Department  of  Social  and  Rehabilitation  Services  and  developmental  disability 
provider  groups  regarding  the  number  of  developmentally  disabled  persons  in  the 
community  who  were  currently  not  receiving  anj?^  services.  At  that  time,  it  was 
estimated  that  there  were  approximately  800  individuals  on  the  Department  of  Social 
and  Rehabilitation  Services  waiting  list  for  developmental  disabilitj'^  services.      For  the 
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1987  biennium,  the  legislature  appropriated  $2,890,123  for  expanded  developmental 
disability  services  to  provide  services  to  285  from  the  waiting  list.  Although 
Department  of  Social  and  Rehabilitation  Services  was  not  able  to  specify  the  new 
services  that  would  be  added,  services  would  include  development  of  new  group  homes 
and  day  care  programs.  Funding  for  these  new  services  was  partially  to  come  from 
funds  "saved"  through  expanded  use  of  the  medicaid  waiver  for  community  based 
programs.  Federal  regulations  allow  medicaid  reimbursement  for  community  based 
programs  for  developmentally  disabled  individuals,  who  in  the  absence  of  such 
services,  would  require  institutional  care.  The  following  table  shows  the  funding  for 
the  expansion  of  services  to  reduce  the  waiting  list  under  the  medicaid  waiver. 


Table  26 
1987  Biennium  Funding  for  Reduction  in  Waiting  List 


Fiscal  1986  Fiscal  1987 


General  Fund  $   (555,798)  $     755,775 

Federal  Medicaid  1,310,792  1,379,354 

Total  Cost  |^^Z54^994_  $2^135^129 


The  $555,798  reduction  of  general  fund  during  fiscal  1986  occurs  as  a  result  of 
the  switch  in  funding  of  current  services  from  general  fund  to  medicaid  funds.  For 
example,  a  group  home  that  was  100  percent  general  fund  during  fiscal  1985  would  be 
funded  with  two-thirds  federal  medicaid  funds  during  fiscal  1986.  The  savings  that 
accrue  from  this  change  in  funding  are  then  used  to  develop  new  programs  for  indi- 
viduals from  the  waiting  list.  However,  by  fiscal  1987  when  the  program  is  fully  im- 
plemented, there  will  be  an  additional  general  fund  cost  of  $755,775.  This  increase  in 
general  fund  for  fiscal  1987  will  become  part  of  the  base  budget  for  the  1989  bienni- 
um. 
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Through  February  10,  1986  Department  of  Social  and  Rehabilitation  Services  has 
committed  funds  for  the  following-  new  programs  as  expanded  services  for  the 
developmental  disabilities  waiting  list. 

Table  27 
New  Services  and  Funding  for  the  Developmental  Disabilities  Waiting  List 

Through  February/  1986 


Service 

Service 

Slots 

Fiscal  1986 

Fiscal  1987 

Group  Homes 

119 

$236,414 

$1,036,434 

Vocational  Placement 

48 

25,880 

138,208 

Day  Care 

76 

186,959 

399,125 

Specialized   Family 

24 

51,150 

204,570 

Family   Training 

39 

48,518 

89.143 

Respite 

40 

8.1G0 

17,306 

Transportation 

66 

26,355 

57,439 

Evaluation   &  Diagnosis 

15 

3,600 

7,561 

Total 

427 

|||ZiQ|& 

$1^919^786 

The  legislature  could  require  that  Department  of  Social  and  Rehabilitation 
Services  to  not  contract  for  any  expanded  services  during  fiscal  1987  except  for 
clients  in  group  homes  or  specialized  family  care  programs  that  were  begun  during 
fiscal  1986.  This  would  maintain  those  individuals  in  state  funded  residential  settings 
during  fiscal  1986  but  would  eliminate  other  service  expenses  beyond  the  fiscal  1985 
level.  Elimination  of  other  expanded  services  for  fiscal  1987  v/ould  result  in  a  general 
fund  saving  of  approximately  $708,700  during  fiscal  1987. 

Option  A:      Eliminate     all  expanded     services  for     fiscal  1987  except  group  home  or 
specialized  family  care  for  a  general  fund  savings  of  $708,700. 

ISSUE   14:      ADMINISTRATIVE  REORGANIZATION   OF  DEVELOPMENTAL  DISABILITIES 

In  response  to  the  mandates  of  the  1975  legislature  to  develop  community  based 
programs  for  the  developmentally  disabled  and  to  deinstitutionalize  the  population  of 
Boulder     River     School     and     Hospital,      the     Developmental     Disabilities     Division     of 
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Department  of  Social  and  Rehabilitation  Services  has  developed  a  complex  network  of 
over  56  different  local  corporations  with  whom  they  contract  for  ser\'-ices.  Although 
the  number  of  different  corporations  may  provide  some  assurance  of  local  control  and 
involvement  with  developmental  disabilities  programs,  such  a  system  also  has  a  large 
administrative  overhead  cost  that  diverts  scarce  resources  away  from  direct  services. 
Table  10  presents  the  fiscal  1985  personal  service  costs  of  the  program  directors  and 
their  business  offices  by  region.  The  table  also  shows  the  administrative  costs  of  the 
regional  ii^f^ntal  health  offices  which  are  $1.2  million  less  than  those  for  the 
developmental  disabilities  programs.  As  is  true  with  the  developmental  disabilities 
programs,  there  is  a  very  wide  diversity  of  mental  health  programs  operated  in 
almost  all  counties  of  the  state.  However,  in  the  case  of  the  mental  health  programs, 
satellite  programs  are  administered  through  the  five  regional  administrative  offices. 

Table  28 

Comparison  of  Administrative  Personal  Serx-ice  Costs  for 

Developmental  Disabilities  and  Community  Mental   Health  Programs 

Fiscal   1985 


Dev.   Disabilities 

Directors' 

Business 

Region 

Salaries 
$     198,673 

Office 
$112,389 

Total  Costs 
$      311,062 

#  Contracts 

Region  1 

9 

Region  II 

236,889 

164,653 

401,542 

9 

Region  III 

176,321 

80,997 

257,318 

12 

Region  IV 

269,246 

238,785 

508,031 

16 

Region  V 

223,561 

144,911 

368,472 

10 

Total 

$1x104^690 

$741,735 

11 

^846^425 

56 

Mental  Health 

Region 

Region  I 

$   52,069 

$   57,407 

$ 

109,476 

1 

Region  II 

42,317 

107,325 

149,642 

1 

Region   III 

49,674 

79,867 

129.541 

1 

Region   IV 

sn.noo 

93.000 

143.000 

1 

Ih-gioii   V 

r)4.:io!» 

$248^369 

01.737 
$399^336 

1  ir>.04(> 

1 

Total 

$_. 

_U47^705 

_5 
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The  above  figures  include  only  the  personnel  costs  and  do  not  identify  associ- 
ated operating  expenses.  Positions  included  as  directors  are  director  and  executive 
director.  Included  as  business  office  are  business  managers,  bookkeepers,  payroll 
clerks,   vice  president  of  finance,   comptrollers,   and  accountants. 

In  addition  to  the  community  based  administrative  overhead  that  is  associated 
with  a  large  number  of  contract  agencies,  the  size  of  the  developmental  disabilities 
division  staff  of  Department  of  Social  and  Rehabilitation  Services  is  also  a  direct 
result  of  having  to  interact  with  the  diversity  of  management  policies  associated  with 
as  many  as  56  separate  corporations.  Many  of  the  functions  that  are  currently 
performed  by  the  division,  such  as  data  collection  and  analysis,  program  evaluation, 
contract  negotiations,  and  contract  budgeting  and  monitoring  could  be  delegated  to  a 
regional  office.  It  is  reasonable  to  assume  that  considerable  administrative  efficiencies 
and  potential  developmental  disabilities  division  staff  reductions  could  be  realized  if 
the  number  of  contracts  were  reduced  from  56  to  5.  The  following  table  compares  the 
staff  and  total  budgetary  responsibility  of  the  Developmental  Disabilities  of  Department 
of  Social  and  Rehabilitation  Services  and  the  Mental  Health  Division  in  the  Department 
of  Institutions.  Although  the  Developmental  Disabilities  Division  is  only  responsible 
for  administration  of  the  developmental  disabilities  community  programs,  the  Mental 
Health  Division  supervises  seven  major  institutional  programs  as  well  as  the  community 
mental  health  programs. 


Table  29 
Comparison  of  DD  and  MH  Division  Staff  and  Budgetary  Responsibility 

Fiscal  1984 


Program 

Dev.   Disability 
Mental  Health 

Total  Staff 

30.25 
5.00 

Staff  Cost 

$785,175 
167.778 

Total  Budgetary 
Responsibility 

$14,237,902 
44.037,393 
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Essentially  both  the  developmental  disabilities  system  and  the  mental  health  sys- 
tem must  provide  for  the  same  administrative  functions  of  budgeting,  quality  control, 
crisis  management,  and  policy  development.  However,  because  the  developmental 
disabilities  division  must  deal  separately  with  56  contract  organizations,  the  central 
office  staff  requirements  are  much  greater  than  for  those  of  the  mental  health  division 
and  there  is  the  potential  for  unnecessary  administrative  duplication.  For  example, 
budgeting  and  routine  business  office  operations  are  necessary  in  both  systems. 
However,  as  shown  in  table  10,  because  the  mental  health  system  is  regionalized  and 
the  business  office  functions  are  consolidated  in  a  regional  mental  health  office,  the 
business  office  costs  for  the  mental  health  system  are  considerably  less  than  the  busi- 
ness office  costs  of  the  developmental  disabilities  system.  Additionally,  because  the 
Mental  Health  Division  only  needs  to  process  the  budgets  and  contract  negotiations  for 
five  corporations  instead  of  the  56  corporations  with  which  the  Developmental  Disabil- 
ities Division  must  interact,  the  central  office  mental  health  manpower  needs  are  ap- 
preciably less. 

The  legislature  could  require  Department  of  Social  and  Rehabilitation  Services  to 
adopt  a  regionalized  administrative  structure  for  the  developmental  disabilities 
community  based  programs.  Such  a  reorganization  would  require  the  consolidation  of 
all  developmental  disabilities  programs  within  each  region  under  a  single  administration 
with  one  administrative  director  and  a  centralized  business  office.  Although  the 
current  mental  health  system  might  serve  as  a  model,  other  alternatives  could  bo 
considered  and  the  final  structure  should  incorporate  input  from  both  the  department 
and  provider  groups.  A  proposal  from  the  department  should  be  available  at  the 
beginning  of  the  regular  1987  legislative  session.  Based  on  the  experioncic  of  the 
Mental  Health  Programs,  the  potential  savings  would  be  approximately  $1.2  million  in 
general  funds  per  fiscal  year. 

Option  A :      Require  that  a  regionalization  plan  be  submitted  to  the  1987  legislature 
with  a  goal  of  effecting  savings  in  program  and  administrative  costs. 
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Governor's  Issues 

Across  the  Board  Cuts 
Agriculture 
Coramerce 

Fish,  Wildlife  and  Parks 
Livestock 
DNRC 

Public  Service  Commission 
State  Lands 

Total  Across  the  Board  Cuts 

Park  Division 
Water  Development 
Utility  Tax 

Total  Policy  Cuts 

TOTAL  GOVERNOR'S  CUTS 
LFA  Policy  Options 


Fiscal  1987  -  -  -  - 

General  Fund 

%   Cut 

General  Fund 

Other  Funds 

Total 

5.00 

$    75,016 

S     64,979 

$   139,995 

4.96 

427,611 

1,428,665 

1,856,276 

0.00 

-0- 

915,712 

915,712 

5.00 

33,640 

176,901 

210,541 

5.00 

277,629 

299,343 

576,972 

5.00 

85,584 

-0- 

85,584 

5.00 

337,695 

178,587 

516,282 

4.90 

S  1,237,175 

$  2i064^187 

$  4.301.362 

$   433,553 

$   (433,553) 

$     -0- 

725,000 

(725,000) 

-0- 

1,626,087 

(1,626,087) 

-0- 

$  2,784,640 
$  4,021,815 


$(2,784,640) 


$ 279,547 


-0- 


$  4,301,362 


Department  of  Commerce 

1.  Montana  Promotion 

2.  Business  Assistance 

3.  Local  Government  Block  Grant 
Dept.  of  Fish,  Wildlife  &  Parks 

1.   Park  Program  Funding 
Department  of  Livestock 

1.   Rabies  Control 
Department  of  Natural  Resources 

1.  Water  Engineering  Bureau 

2.  Monitoring  Energy  Supplies 

3.  Major  Facility  Siting  Bureau 
Public  Service  Commission 

1.   Program  Increases 
Department  of  State  Lands 

1.  Forest  Fire  Suppression  Costs 

2.  Slash  Disposal  on  Private  Lands 

3.  Private  Forest  Land  Assistance 

TOTAL  LFA  OPTIONS 

COMBINED  GOVERNOR'S  CUTS  &  LFA  OPTIONS 
LESS:   Duplicated  Cuts 

TOTAL  UNDUPLICATED  REDUCTION 


$  1,243,964 

$     -0- 

$  1,243,964 

730,858 

-0- 

730,858 

1,500,000 

(1,500,000) 

-0- 

448,506 

(448,506) 

-0- 

68,841 

(68,841) 

-0- 

353,090 

(353,090) 

-0- 

27,143 

-0- 

27,143 

173,000 

-0- 

173,000 

24,982 


24.982 


237,000 

(237,000) 

-0- 

20,600 

(20,600) 

-0- 

187,402 

-0- 

187,402 

$  5^015^386 

$(2,628,037) 

$  2^387^349 

$9,037,201 

$(2,348,490) 

$  6,688,711 

801,596 

(801,596) 
$(1^546^894) 

-0- 

$  8,235,605 

$  6.688.711 
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Budget   Items 

F.T.E. 

Personal  Service 
Operating  Expense 
Equipment 

Total  Expenditures 


General  Fund 
State  Special 
Federal  Revenue 
Proprietary 

Total  Funding 


House  Bill  500 


46.00 

$1: 

,301, 

,844 

445, 

,384 

30, 

,362 

il.777^590 

$1 

,711, 

,671 

-0- 

50, 

,919 

15, 

,000 

^1^777j.590 

-  Fiscal  1987 

Governor's  Budget 

46.00 

$1,301,844 

359,800 

30,362 

$1^692^(i0g 


$  -0- 

1,626,087 
50,919 
15.000 

11^.692^006 


Difference 
0.00 

$  -0- 

85,584 
-0- 

I 85^584. 


$  1,711,671 
(1,626,087) 
-0- 
-0- 

I 85^584_ 


ISSUES  IN  GOVERNOR'S   BUDGET 


Fiscal  1987  

General  Fund  Other  Funds 


Gov.    1.      5  Percent  Cut 

Gov.   2.      Utility  Tax  to  Replace  General  Fund 


$     (85,584) 
(1,626,087) 


5         -0- 
1,626,087 


ISSUE   GOV.    1:      5   PERCENT   CUT 

The  proposed  reduction  would  eliminate  all  Commission  travel  and  require  that  all 
public  hearings  be  held  in  Helena.  The  cuts  will  also  delay  the  computer  program 
development  for  a  case  management  system.  The  case  management  system  is  designed 
to  computerize  the  PSC  records  and  provide  additional  computing  and  record  manage- 
ment capabilities. 

ISSUE   GOV.    2:      REGULATED   UTILITY   TAX 

The  executive  proposes  that  $1,626,087  of  general  fund  be  replaced  by 
$1,626,087  from  a  utility  tax. 

The  executive  proposed  utility  tax  would  parallel  of  the  utility  tax  currently 
used    to    fund    the    Legislative    Consumer    Counsel.       The    utility    tax    for    the    consumer 
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counsel  is  calculated  as  follows:  (1)  determine  the  gross  operating  revenue  generated 
by  all  regulated  activities  within  the  state  for  the  previous  fiscal  year;  (2)  divide  the 
consumer  counsel  appropriation  by  the  gross  operating  revenue  to  establish  a  ratio 
which  can  be  multiplied  with  the  individual  company's  gross  revenue  to  determine 
its  tax  liability.  The  above  process  has  one  caveat,  that  no  municipally  owned  utility 
can  be  charged  more  than   .06  percent  of  its  gross  operating  revenue. 

The  draft  legislation  for  the  Public  Service  Commission  utility  tax  states  that  for 
fiscal  1987  the  Department  of  Revenue  shall  use  the  first  three  quarters  of  fiscal  1986 
to  determine  the  gross  operating  revenues  for  regulated  companies.  The  base  appro- 
priation will  be  the  1987  Public  Service  Commission  appropriation  which  is  $1,626,087. 
The  regulated  companies  will  be  sent  billings  by  August  15,  1986  and  there  will  be 
three  quarterly  billings  in  the  remaining  three  quarters  of  the  fiscal  year.  Each  bill 
will  be  for  one-third  the  total  amount.  For  fiscal  1988  and  thereafter,  the  companies 
will  be  making  four  quarterly  payments. 

The  Department  of  Revenue  recently  sent  out  the  quarterly  bills  to  regulated 
companies  for  the  fiscal  1987  consumer  counsel  utilities  tax.  Based  upon  the  data 
used  to  determine  that  tax,  the  LFA  is  estimating  that  non-municipal  regulated  com- 
panies will  be  charged  a  tax  of  0.21  percent  of  gross  operating  revenues  and  munici- 
pal companies  at  .06  percent.  Over  the  past  seven  fiscal  years  the  consumers  coun- 
sel utility  tax  has  been  between  0.03  percent  and  0.1  percent. 
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SERVICE   COMMISSION 

Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

%  Change 

Budg"et  Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

46.84 

56.5 

46 

46 

(10.5) 

Personal  Service 

$1,162,209 

$1,279,019 

$1,322,057 

$1,365,838 

6.8 

Operating-  Expense 

371,085 

417,848 

403,120 

424,984 

1.7 

Equipment 

65,081 

110,845 

41,282 

50,762 

(54.2) 

Total  Expenditures 

$1^598^375 

$U807^712 

$1^766^459 

$U841^584 

==ki= 

Fund  Source 

General  Fund 

$1,498,921 

$1,542,893 

$1,689,831 

$1,775,665 

15.1 

Federal  Revenue 

99,454 

264,819 

61,628 

50,919 

(80.8) 

Other  Approp.   Funds 

-0- 

-0- 

15,000 

15,000 

100.0 

Total  Funds 

llililill^ 

$1^807,712 

$1^766^459 

llj.841^84 

1.9 

TCCTfK^J      - 

_     Trio/^ol     1Qfi7 

General 

fiscal   iyo< 
Fund         Other  Funds 

Added  General  Fund  Revenues 

1.   Raising  the  Annual  Motor  Carrier 

Vehicle 

Registration  Fee 

Option  A:      Set  fee 

at  $10 

$(1,075 

,975) 

-0- 

Option  B :      Request 

PSC  to  raise  fee  to  $10 

$(1,075 

,975) 

-0- 

Option  C:      Set  fee 

at  $7.50 

$(537 

,998) 

-0- 

Program  Reduction 

2 .    Eliminate  the  Increases  for  Fiscal 

1987 

Option  A:      Pipeline 

consultants 

$(11 

,232) 

-0- 

Option  B  :      Staff  training 

$(5 

,000) 

-0- 

Option  C :      Expert 

witnesses 

$(8 

,750) 

-0- 

The  Public  Service  Commission  is  responsible  for  regulation  of  public  utilities, 
motor  carriers,  and  railroads  and  for  administration  of  the  Natural  Gas  Pipeline 
Program.  The  Motor  Carrier  Safety  Program,  which  had  been  administered  by  the 
commission,   was  transferred  in  the  1987  biennium  to  the  Department  of  Justice. 

The  major  change  in  this  program  was  the  reduction  of  10.5  FTE.  The  funding 
for  three  positions  was  transferred  to  operating  expenses  for  computer  software  ac- 
quisition,    and     7.5     FTE     associated     with     the     Motor     Carrier     Safety     Program     v;ere 
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transferred  to  the  Department  of  Justice.  The  reduction  in  equipment  reflects  the 
purchase  of  computer  hardware  in  fiscal  1985.  The  decrease  in  federal  funds  of  80.8 
percent  is   due  to  the  transfer  of  the  Motor  Carrier  Safety  Program. 

ISSUE   1:      RAISING   THE   ANNUAL  MOTOR   CARRIER   VEHICLE   REGISTRATION   FEE 

State  statutes  require  that  every  motor  carrier  pay  to  the  Public  Service  Com- 
mission a  fee  for  all  motor  vehicles  operated  by  the  carrier  over  the  public  highways 
of  the  state.  When  the  fee  is  paid  the  PSC  issues  a  stamp  to  be  put  in  the  vehicle's 
log  and  which  indicates  that  the  fee  has  been  paid.  This  fee,  which  is  currently 
$5.00  per  motor  vehicle,  generated  $1,075,995  in  stamp  year  1985  (a  stamp  year  runs 
from  October  to  September.)  These  funds  are  deposited  into  the  general  fund.  If 
the  fee  were  raised  to  $10.00  per  motor  vehicle  the  general  fund  would  receive  an 
additional  $1,075,995  in  revenues. 

The  maximiim  fee  that  the  state  may  charge  interstate  motor  carriers  is  set  by 
the  federal  government.  Up  until  1984  the  maximum  fee  allowed  by  federal  rule  was 
$5.00.  In  1984  the  rule  was  amended  to  allow  the  states  to  charge  up  to  $10,00. 
Currently   10  other  states  have  raised  their  annual  fee  to  $10.00. 

Although  no  specific  data  is  available  which  gives  accurate  figures,  out  of  state 
motor  carrier  owners  pay  a  majority  of  the  fees.  On  the  day  the  Office  of  the  Legis- 
lative Fiscal  Analyst  checked  with  the  Public  Service  Commission  on  stamps  processed, 
76  stamps  were  purchased  by  out-of-state  owners  and  3  were  purchased  by  in-state 
owners.  Although  this  is  far  from  a  scientific  sampUng,  the  Public  Service  Commis- 
sion indicated  that  this  appeared  to  be  about  the  daily  ratio  of  out-of-state  to  in-state 
applications  processed.  Therefore,  it  may  be  safe  to  say  that  80  to  90  percent  of  the 
fees  are  paid  by  out-of-state  firms. 

State  statute  Section  69-12-421,  MCA,  grants  authority  to  the  PSC  to  charge  a 
fee  for  the  use  of  Montana  public  highways  by  motor  carriers.  Up  until  1983  this 
section   detailed   that   the   fee   was   $5.00.      In    1983   the   legislature   amended   the   statute 
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and  ^ave  the  PSC  the  authority  to  set  the  fee.  To  date  the  PSC  has  not  changed  the 
fee.  To  raise  the  fee  to  $10.00  the  legislature  could  reinstate  language  in  Section 
69-12-421,  MCA,  which  sets  the  fee  at  $10.00,  or  pass  a  resolution  requesting  that 
the  PSC  raise  the  fee. 

Option  A:       Amend  Section  69-12-421,    MCA,    and  set  the  fee  at  $10.00.      This  would 

raise  an  additional  $1,075,995   for  the  general  fund. 
Option  B :       Request     through  a     resolution     that  the     PSC  raise  the  fee  to  $10.00. 

This  would  raise  an  additional  $1,075,995  for  the  general  fund. 
Option  C:      Amend  Section  69-12-421,    MCA,    and  set  the  fee  at  $7.50.      This  would 
raise  an  additional  $537,998  for  the  general  fund. 

ISSUE   2:      ELIMINATE   THE   INCREASES   IN   THE   FISCAL   1987   BUDGET 

Three  new  general  fund  appropriations  were  made  in  the  1987  biennium  to  the 
Public  Service  Commission.  First,  the  legislature  added  $30,000  for  the  biennium  (50 
percent  general  funds  and  50  percent  federal  funds)  to  have  a  consultant  assist  in 
waiver  review  on  the  Montana  Power  Company  gas  pipeline.  The  pipeline  is  a  naturaJ 
gas  pipeline  being  constructed  between  Warm  Springs  and  Cut  Bank.  Currently,  one- 
half  of  the  pipeline  has  been  constructed  between  Warm  Springs  and  Sun  River  and 
the  second  half  is  scheduled  to  begin  construction  in  the  near  future.  The 
consultant  was  to  be  an  expert  in  fracture  mechanics  and  was  to  provide  guidance  to 
the  Public  Service  Commission  in  its  decisions  relating  to  the  pipeline.  As  of  May  14, 
1986,  $7,536  has  been  spent  or  committed,  leaving  a  balance  of  $22,464  unobligated, 
of  which  $11,232  is  general  fund. 

The  second  program  increase  was  $5,000  per  year  for  training.  The  training 
appropriation  was  requested  to  better  equip  the  Public  Service  Commission  staff  for 
the  complex  nature  of  utility  regulations. 
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The  third  program  increase  was  $20,000  for  the  biennium  to  hire  expert  witness- 
es to  assist  the  commission  in  rate  issues  where  current  staff  lacked  the  required 
knowledge.     As  of  May  14,    1986,   $8,750  of  the  total  remains  unobligated. 

Option  A:      Eliminate  the  consultant  in  fiscal     1987     for  a  general  fund  savings  of 

$11,232. 
Option  B:      Eliminate  the     staff  training  in  fiscal     1987   for  a  general  fund  savings 

of  $5,000. 
Option  C :       Eliminate  the  expert  witness  funding  in  fiscal  1987   for  a  general  fund 
savings  of  $8,750. 
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DEPARTMENT   OF   FISH,    WILDLIFE   AND   PARKS 


Budget  Items 

F.T.E. 

Personnel  Services 
Operating  Expenses 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


House  Bill  500 

494.07 

$12,620,012 
8,097,589 
1,286,064 

$22,003,665 
3,612,824 

$25^616^489 


Fiscal  1987   -  - 

Governor's  Budget 

475.44 

$12,172,112 
7,690,345 
1,226,746 

$21,089,203 
3,611,574 

$24^100^777 


Difference 

18.63 

$447,900 

407,244 

59,318 

$914,462 
1,250 

$915^712 


General  Fund 
State  Special 
Federal  Revenue 
Proprietary 

Total  Funding 


$       433,553 

16,120,939 

6,868,693 

2,193,304 

$25^616^489 


-0- 

15,748,445 
6,868,693 
2,083,639 

$24^700^.777 


$433,553 
372,494 

109,665 

$915^,712 


ISSUES   IN   GOVERNOR'S   BUDGET 


Gov.    1.      5  Percent   Cut 

A.  Centralized  Services 

B.  Field  Services 

C.  Fisheries 

D.  Law  Enforcement 

E.  Wildlife 

F.  Parks  and  Recreation 

G.  Conservation  Education 
H.      Administration  Division 

Gov.    2.      Parks  Funding  Switch-Trust  Interest 
Gov.   3.     Parks  Funding  Switch-Coal  Severance 
Tax  Revenue 


Fiscal  1987   

General  Fund  Other  Funds 


-0- 

$(176,285) 

-0- 

$(50,196) 

-0- 

$(137,473) 

-0- 

$(187,359) 

-0- 

$(130,469) 

-0- 

$(146,193) 

-0- 

$(52,752) 

-0- 

$(34,985) 

$(433,553) 

$433,533 

N/A 


N/A 


ISSUE   GOV.    1:    5   PERCENT    CUT 
A.       Centralized  Services 

1.  Reduce  1.45  FTE  in  Accounting  and  Finance  Bureau, 

2.  Reduce   .80   FTE  in  the  License  Bureau. 

3.  Reduce  proprietary   funds.      The   proprietary   funds  are  n   revolving  ac- 
count   the    department    uses    to   maintain    and    upgrade    the   vehicle    fleet. 
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maintain  the  warehouse  inventory,  and  do  the  department's  printing. 
The  proposed  cut  would  eliminate  the  purchase  of  three  vehicles  and 
reduce  the  inventory  in  the  warehouse. 

B.  Field  Services  -  General  program  reductions. 

C .  Fisheries 

1.  Partial  closure  of  Flathead  Salmon   Hatchery  -   $35,000. 

2.  Combine  water  resource  supervisor  position  with  in-stream  biologist  for 
six  months  -  $20,001. 

3.  Combine    Great    Falls    Hatchery    manager    position    with    hatchery    bureau 
chief  position  for  six  months  -  $16,472. 

4.  Reduce  stocking  of  hatchery  fish  -  $15,000. 

5.  Reduce  USGS   stream   gauging  contract   -  $6,000. 

6.  Reduce  fish  management  operations  -  $33,000. 

7.  Reduce  lake  and  stream  improvement  project  -  $12,000. 

D.  Law  Enforcement 

1.  Reduce  patrols  at  state  parks  by  44  percent  -  $13,614. 

2.  Reduce    the    appropriation    authority    for    transferring    fines    into    the 
wardens'  retirement  system  -  $14,500. 

3.  Eliminate  two  warden  trainees  and  two  warden  positions  -   $159,245. 

E.  Wildlife 

1.  Reduce  funds  for  the  waterfowl  stamp  program  -  $4,654. 

2.  Terminate  the     University  of     Montana  contract  for     legal  and  technical 
advice  -  $12,500. 

3.  Reduce  one  bighorn  sheep  transplant  -   $3,692. 

4.  Terminate  a     clerical     position  at   Freezout     Wildlife     Management  Area  - 
$21,371. 

5.  Terminate  a  fish  transplant  into  the  cabinet  wilderness  area  -  $7,535. 

6.  Eliminate  the  wildlife  area  manager  in  region  two  -  $27,776. 
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7.  Eliminate  a  full-time  coal  coordinator  position  -  $31,459. 

8.  Eliminate  a  wildlife  lab  position  -  $19,232. 

9.  Reduce  non-game  checkoff  expenditures  -  $2,250.  The  revenue  for 
the  non-game  wildlife  fund  comes  from  taxpayers'  check-off  on  the 
personal  income  tax.  The  appropriation  for  fiscal  1987  is  based  on  an 
estimate  of  the  dollar  amount  the  public  will  contribute.  If  revenues 
are  5  percent  less  than  the  appropriation,  then  the  proposed  cut  would 
not  affect  the  program ,  as  the  lack  of  revenue  would  have  resulted  in 
such  restriction  without  reducing  the  appropriation.  If,  however,  the 
revenues  are  within  5  percent  or  greater  than  the  appropriation,  the 
program  would  not  have  enough  appropriation  authority  to  expend  all 
the  funds  donated  by  taxpayers. 

F.  Parks  and  Recreation 

1.  Close  eight  state  monuments. 

2.  Close  eleven  state  recreation  areas  and  do  not  open  two  new  ones. 

3.  Close  two  fishing  access  sites. 

4.  Reduce  fifteen  snowmobile  grooming  and  maintenance  contracts  - 
$146,193. 

G.  Conservation  Education 

1.  Eliminate  one  position  in  information   services  -  $36,400. 

2.  Reduce  the  hunter  education  program  -  $16,352. 
H.       Administration 

Eliminate  one  position   from  the  planning  staff  -  $34,988. 

ISSUE    GOV.    2:       REPLACE    THE    GENERAL    FUND    IN    PARKS    AND    RECREATION    WITH 
FISH,    WILDLIFE,    AND   PARKS/HISTORICAL   SOCIETY   TRUST   FUND   INTEREST 

The  executive  office  has  proposed  replacing  the  $433,553  of  general  fund  appro- 
priated for  operating  the  Parks  and  Recreation  Program  with  trust  fund  interest.  In 
proposing    the    replacement    of    general    fund    with    trust    interest,    the    executive    has 
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stated  that  scheduled  fiscal  1987  park  acquisitions  and  improvements  would  be 
postponed,  except  for  the  Fort  Benton  Museum  acquisition,  and  that  funds  for  phase 
two  of  the  Lake  Elmo  purchase  would  be  reserved.  The  legislature  appropriated 
$125,000  for  the  acquisition  of  the  Fort  Benton  museum  in  the  1987  biennium  budget. 
The  second  phase  of  the  Lake  Elmo  purchase  will  require  a  $322,550  appropriation  in 
fiscal  1988.  Lake  Elmo  is  a  man-made  lake  near  Billings  the  state  is  purchasing  for  a 
recreational  area.  The  state's  purchase  agreement  has  an  option  clause  which  would 
allow  the  state  to  purchase  additional  acreage  around  the  lake.  The  option  expires 
July  14,    1987.      The  $322,550  would  be  to  purchase  the  adjoining  acreage. 

Table    1    details    the   coal   tax    park   trust    fund   earnings    for   fiscal   1987.      See   also 
Legislative  Fiscal  Analyst  analysis  of  parks  for  additional  options. 
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Table   1 

Coal  Tax  Parks  Trust   Fund  Earnings 

Fiscal   1987 


Funds  Available 

Balance  4/30/86  $     473,296 

Revenue  Remainder  Fiscal  1986  393,073 

Fiscal  1987  Revenues  1,376,227 

Total  Funds  Available  $2,242,596 

Appropriations 

Balance  of  Fiscal  1986  Operations  238,241 

Fiscal   1987   Operations  685,000 
Capital  Projects  Funded  in     the  Executive  Proposed 

Fort  Benton  Museum  $     125,000 

Lake  Elmo  Purchase  Phase  2   (Fiscal  1988)  322.550 

Total  Funds  Appropriated  or  Reserved  $1,370,791 

Governor's  General  Fund  Proposals 

General  Fund  Replacement  $     433,553 

Executive  Five  Percent  Reduction  (34  ,574) 

Net   General  Fund  Replacement  $     398,979 

Total  Appropriations  and  Replacement  $1 ,769,770 

Projected  Year-End  Balance  |^^|Zgi8|§ 


Table  2  contains  a  list  of  capital  projects  which  the  executive  proposal  v;ould 
postpone.  The  department  has  indicated  that  some  of  the  funds  in  the  Miscellaneous 
Coal  Tax  Park  Improvement  Account  and  the  Council  Grove  State  Monument  Account 
may  be  used  for  a  lawsuit  the  department  is  currently  engaged  in. 
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Table  2 
Capital  Projects  Postponed  in  Governor's  Budget 


Fish,   Wildlife  &  Parks  Capital  Projects  Cost 

Parker  Homestead  $   10,000 

Miscellaneous  Acquisitions  36,583 

Pageville  School  20,000 

Kleffner  Ranch  30,000 

Long  Range  Building  Plan  Capital  Projects 

Misc.    Coal  Tax  Park  Improvements 

Rosebud  Battlefield 

Council  Grove  State  Monument 

Elkhorn  State  Monument 

Makoshika  State  Park   Improvements 

Spring  Meadow 

Spring  Meadow 

Les  Mason  Improvements 

Glen  Lake  Improvements 

Lake  Elmo  Improvements 

Relocate  Sign  Shop 

Total  Cost 


13, 

,403 

20, 

,000 

6, 

,492 

20, 

,000 

100 

88, 

,488 

62 

,500 

180 

,000 

45 

,000 

11 

,592 

10 

,000 

S554^15S 

There  are  two  points  the  legislature  should  consider  in  evaluating  the  executive's 
proposal.  First,  the  appropriation  for  the  second  phase  of  the  purchase  of  Lake  Elmo 
has  not  been  made  by  the  legislature  and  will  not  be  needed  until  fiscal  1988.  It 
would  be  possible  to  use  the  fiscal  1988  trust  fund  interest  to  fund  the  purchase, 
making  fiscal  1987  funds  available  for  the  capital  projects  the  Governor  would  post- 
pone. If  the  funds  for  the  Lake  Elmo  were  taken  out  in  fiscal  1988,  between  the 
funds  set  aside  in  table  1  for  Lake  Elmo  $(322,550)  and  the  projected  year-end  bal- 
ance $(472,826)  there  v/ould  be  sufficient  funds  available  to  fund  the  capital  projects 
proposed  for  elimination  (table  2)  by  the  executive,  while  at  the  same  time  replacing 
all  general  fund  in  the  agency. 

The  second  point  that  the  legislature  may  wish  to  consider  is  that  there  is  pro- 
jected  to   be   a   year-end   fund   balance  of  $472,826.      This   balance   will  exist   even   with 
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the  funds  for  Lake  Elmo  put  aside.  There  are  sufficient  funds  to  finance  a  number 
of  capital  projects  for  which  the  legislature  has  already  appropriated  funds. 

ISSUE  GOV.  3:  DIVERT  COAL  SEVERANCE  TAX  REVENUE  FROM  THE  FISH, 
WILDLIFE,    AND   PARKS/HISTORICAL   TRUST   FUND   TO   THE   GENERAL   FUND 

The  executive  proposal  would  divert  fiscal  1987,  1988,  and  1989  coal  severance 
tax  revenues  from  the  trust  fund  to  the  general  fund.  For  fiscal  1987  the  executive 
office  has  estimated  that  $1,761,000  would  be  diverted.  The  legislative  fiscal  analyst 
estimates  that  $1,832,729  would  be  the  trust  fund's  share  of  the  coal  severance  tax. 
Therefore,  if  the  legislature  adopted  the  executive's  proposal  an  additional  $71,729 
could  be  diverted  according  to  LFA  revenue  estimates. 

The  interest  from  the  trust  fund  is  used  to  fund  park  acquisition  and  mainte- 
nance (two-thirds)  and  historical  projects  (one-thirds).  The  effect  of  the  executive 
recommendation  would  be  to  eliminate  the  growth  of  the  trust  fund.  The  parks  and 
historical  projects  will  lose  revenues  because  less  interest  income  will  be  earned. 
There  will  be  less  interest  income  because  the  trust  fund  principal  will  lose  three 
years  of  coal  severance  tax  allocation,  fiscal  1987,  1988,  and  1989.  Table  3  details 
the  projected  loss  to  the  parks  and  historical  programs   for  fiscal  1987,    1988  and   1989. 


Table  3 
Interest  Reduction  to  Park  and  Historical  Programs 


■  -  -  Currently  - 

-  -  -  Governor' 

s  Proposal  -  -  -  - 

Revenue 

Available 

Added  to 

Trust  Fund 

Trust 

for 

Fiscal 

Trust  Fund 

Trust  Fund 

Interest 

Fund 

Expenditure 

Difference 

1986 

$15,963,907 

$15,963,907 

1987 

$1,832,729 

17,796,636 

$1,829,494 

15,963,907 

$1,641,090 

$(188,404) 

1988 

1,887,711 

19,684,347 

2,066,856 

15,963,907 

1,676,210 

(390,646) 

1989 

1,94/*,  342 

21,628,689 

2,370,504 

15,963,907 

1,749,644 

(620,860) 
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DEPARTMENT   OF  FISH,    WILDLIFE,    AND  PARKS 


Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

%  Change 

Budget  Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

511.29 

513.81 

493.49 

494.07 

(19.74) 

Personal  Service 

$12,250,852 

$12,883,357 

$12,851,435 

$13,279,215 

3.1 

Operating  Expense 

7,449,499 

7,370,342 

8,330,506 

8,097,589 

9.9 

Equipment 

639,493 

936,068 

1,564,720 

1,286,064 

37.4 

Total  Operating   Costs 

$20,339,844 

$21,189,767 

$22,746,661 

$22,662,868 

6.9 

Non-Operating   Costs 

1,926,611 

2,740,402 

7,021,957 

3,632,824 

32.6 

Total  Expenditures 

$22^266^.455 

$23j.930j.l69 

$29^768^.618 

$26^295^692 

_9i9_ 

Fund  Source 

General  Fund 

$        624,724 

$        640,619 

$        409,767 

$        448,506 

(30.0) 

State  Special 

14,399,260 

15,107,712 

19,253,487 

16,783,459 

11.1 

Federal  Revenue 

5,308,088 

6,341,925 

7,881,033 

6,869,780 

8.3 

Proprietary 

1,934,383 

1,839,913 

2,169,331 

2,193,947 

19.2 

Other  Approp.    Funds 

55,000 
$29^111^^111 

Total  Funds 

i||j.26|^455 

$23.^930^169 

$lid:MiiMi 

==!=!= 

ISSUES 


Parks  Program   Financing 
Option  A:    Revise  parks  trust  fund  allocation 
Option  B:    Use  excess  trust  fund  interest 
Option   C:    Use  license  and  trust  fund  interest 
Option  D:    Redirect  prior  year  funds  and  trust 
fund  interest 


. Fiscal  1987 

General  Fund         Other  Funds 


$(448,506) 
$(448,506) 
$(448,506) 

$(448,506) 


$448,506 
$448,506 
$448,506 

$448,506 


The  Department  of  Fish,  Wildlife,  and  Parks  is  responsible  for  the  preservation 
and  protection  of  all  forms  of  Montana's  wildlife,  their  habitat,  and  the  natural  and 
cultural  resources  of  aesthetic,  scenic,  historic,  scientific,  and  archaeological  signifi- 
cance. 

The  department  consists  of  eight  divisions:  Centralized  Services,  Field  Ser- 
vices, Fisheries,  Law  Enforcement,  Wildlife,  Parks  and  Recreation,  Conservation  Edu- 
cation,   and    Administration.      The    Field    Services    Division   is    a   newly   created    division 
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which  includes  the  field  activities  of  the  seven  regional  headquarters,  department 
personnel  functions ,  game  damage  activities ,  aircraft ,  and  private  land  owner  re- 
lations. 

The  reduction  of  19.74  FTE  is  caused  by  two  factors:  1)  53.34  FTE  were  added 
by  budget  amendment  in  fiscal  1985  and  not  continued  in  the  1987  biennium,  and  2) 
33.6  FTE  were  added  in  fiscal  1987.  The  majority  of  the  positions  were  added  in  the 
Parks  Division  (13.11  FTE)  and  Fisheries  Division  (7.5  FTE).  The  increase  in 
non-operating  expenses  is  a  result  of  the  legislature  appropriating  $2,393,000  in  an- 
ticipated federal  funds  under  the  heading  of  legislative  contract  authority.  As  fiscal 
1987  progresses  the  department  will  allocate  the  authority  to  personal  services,  op- 
erating expenses,  and  equipment  as  particular  federal  grants  are  received.  The  fis- 
cal 1986  budget  also  includes  $2,595,000  of  capital  projects  in  the  non-operating  line. 

ISSUE   1:    PARKS   DIVISION   FINANCING 

For  fiscal  year  1987  the  legislature  has  appropriated  $448,506  general  fund  as 
part  of  Parks  Division  operating  expenses.  The  legislature  may  wish  to  consider 
alternative  financing  to  replace  the  general  fund. 

Parks  Trust  Fund 

In    fiscal    1986    2.5    percent    of    the    coal    severance    tax    is    allocated    to    the    Fish, 

Wildlife,  and    Parks /Historical    Society    Trust    Fund    (hereafter    referred    to    as    the    trust 

fund).      The  trust  fund   was  created  by   Section   15-35-108,    MCA,    entitled   "Disposal  of 

Severance  Taxes".      Section  15-35-308,   MCA,   stipulates  the  purposes  of  the  trust  fund 

and  how  the  interest  income  from  the  trust  fund  is  appropriated: 

(f)  5  percent  to  a  nonexpendable  trust  fund  for  the  purpose  of  parks  ac- 
quisition or  management,  protection  of  works  of  art  in  the  state  capi- 
tol,  and  other  cultural  and  aesthetic  projects.  Income  from  this  trust 
fund  shall  be  appropriated  as  follows: 

(i)      one-third    for   protection   of   works   of  art    in    the    state   capitol    and 
other  cultural  and  aesthetic  projects;    and 
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(ii)  starting  July  1,1985,  and  ending  June  30,1989,  two-thirds  for  the 
acquisition,  development,  operation,  and  maintenance  of  any  sites 
and  areas  described  in  23-1-102  and,  after  June  30,1989, 
two-thirds  for  the  acquisition  of  sites  and  areas  described  in 
23-1-102  and  the  development,  operations,  and  maintenance  of 
sites  acquired  with  funds  allocated  under  this  subsection; 

At  first  glance  it  may  appear  that  5  percent  of  the  coal  severance  tax  is  allocat- 
ed to  the  trust  fund.  However,  the  first  50  per  cent  of  the  coal  severance  tax  is 
deposited  into  the  permanent  coal  tax  trust  fund,  with  the  remaining  50  percent  al- 
located and  appropriated  to  various  other  purposes.  It  is  5  percent  of  the  remaining 
50  percent  that  is  allocated  to  the  trust  fund,  or  2.5  percent  of  the  total  coal  sever- 
ance tax.  In  fiscal  1987  the  distribution  formula  is  adjusted  slightly  and  the  trust 
fund  will  receive  2.2  percent  of  the  coal  severance  tax.  Since  fiscal  1976  the  trust 
fund  has  grown  to  approximately  $16  million.  Table  1  details  the  growth  in  the  trust 
fund. 

Table  1 
Fiscal  Years   1976  -  1987   History  of  the  Parks  and  Arts  Trust  Fund 

Fiscal  Year  Trust  Fund  Balance 

1976  $   278,725 

1977  758,308 

1978  1,174,356 

1979  1,475,732 

1980  3,565,371 

1981  5,325,746 

1982  7,480,418 

1983  9,481,542 

1984  11,565,460 

1985  13,859,181 
1986*  15,963,907 
1987*  17,796,636 


*Based  on  Office  of  the  Legislative  Fiscal  Analyst  revenue  projections  dated  5-30-86. 


Table  2,   on  the   following  page,    shows  that   portion  of  the  interest  income  earned 
by  the  trust  fund  available  for  parks  acquisition,    maintenance,    and  operations. 
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Table  2 
Trust  Fund  Interest  Income  to  Parks 


Fii 

seal  Year 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

Interest  Income 

$  84,577 
321,215 
552,367 
633,862 
618,693 
987,137 
1,600,000 


One  of  the  considerations  that  the  legislature  may  wish  to  evaluate  is  reducing 
the  rate  of  growth  of  the  trust  fund  and  redirecting  a  portion  of  the  coal  severance 
tax  revenue  to  park  operations  and  maintenance.  At  the  end  of  fiscal  1986  the  trust 
fund  is  projected  to  have  a  balance  of  $15,963,907.  The  Office  of  the  Legislative  Fis- 
cal Analyst  has  estimated  that  the  fund  will  grow  by  $1,832,729  in  fiscal  1987  to 
$17,796,636.  Table  3  on  the  following  page  shows  two  possible  scenarios  for  the  trust 
fund  and  interest  income.  Column  1  estimates  the  total  amount  of  revenue  from  the 
coal  severance  tax  which  could  either  go  into  the  trust  fund  or  be  used  for  parks 
operations  and  maintenance.  A  3  percent  annual  growth  in  coal  severance  tax  reve- 
nues is  assumed  in  this  estimate.  Columns  2  and  3  detail  the  expected  growth  in  the 
trust  fund  and  its  interest  income  (Wharton's  February  1986  long  term  model  -  20 
year  operation  was  used  in  the  projections)  if  nothing  is  changed.  Columns  4  and  5 
show  the  results  of  redirecting  one-half  of  the  revenues  to  parks  operations  and 
maintenance.  For  fiscal  1987  the  potential  change  would  mean  an  increase  of  $822,162 
in  funds  available  for  current  expenditure.  The  table  is  carried  out  until  the  year 
2000  for  example  purposes  only.  In  1993  that  portion  of  the  coal  severance  tax  going 
to  road  construction  and  maintenance  will  expire.  Table  3  does  not  reflect  that 
adjustment  in  distribution  and,  therefore,  does  not  reflect  the  long-term  future 
distribution  of  coal  severance  tax  revenues.  What  the  table  is  designed  to  illustrate 
is    that    if    the    legislature    should    choose    to    redirect    sonn'    of    the    revenues    from    tlu; 
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trust  fund  for  current  expenditure,  the  trust  fund  will  grow  at  a  slower  rate  in 
future  years  and  interest  income  will  not  be  as  great.  But  until  approximately  1998 
there  will  be  more  funds  available  for  expenditure. 

Table  3 
Comparison  of  Option  A  to  Existing  Formula 


Column 

(1) 
Coal  Severance 

(2) 

(3) 

(4) 

(5) 

(6) 

Tax  Revenue 

-----  Current  ----- 

-----  Option 

A  - 

Potential 

Fiscal 

Added  to 

Trust  Fund 

Available  for 
Expenditure 

Trust  Fund 

Available  for 

Expenditure 

Year 

Trust  Fund 

Principal 
$15,963,907 

Principal 
$15,963,907 

Expenditure 

Increase 

1986 

1987 

$1,832,729 

17,796,636 

$1,829,494 

16,880,272 

$2,651,656 

$  822,162 

1988 

1,887,711 

19,684,347 

2,066,856 

17,824,127 

2,815,389 

748,532 

1989 

1,944,342 

21,628,689 

2,370,504 

18,796,298 

3,032,245 

661,741 

1990 

2,002,672 

23,631,362 

2,682,160 

19,797,634 

3,248,368 

566,208 

1991 

2,062,753 

25,694,114 

2,638,786 

20,829,011 

3,170,516 

531,730 

1992 

2,124,635 

27,818,749 

2,573,234 

21,891,328 

3,087,265 

514,031 

1993 

2,188,374 

30,007,124 

2,712,644 

22,985,515 

3,172,078 

459,434 

1994 

2,254,025 

32,261,149 

2,822,851 

24,112,528 

3,236,859 

414,008 

1995 

2,321,646 

34,582,795 

3,098,618 

25,273,351 

3,425,315 

326,697 

1996 

2,391,296 

36,974,091 

3,571,697 

26,468,999 

3,752,553 

180,856 

1997 

2,463,035 

39,437,126 

3,797,795 

27,700,516 

3,899,077 

101,282 

1998 

2,536,926 

41,974,051 

3,953,956 

28,968,979 

3,997,341 

43,385 

1999 

2,613,033 

44,587,084 

4,128,764 

30,275,496 

4,110,028 

(18,736) 

2000 

2,691,424 

47,278,509 

4,373,262 

31,621,208 

4,270,674 

(102,588) 

Interest  only. 

Table  4  on  the  following  page  shows  the  amounts  that  would  be  available  for 
parks  and  for  historical  projects  should  Option  A  in  table  3  be  incorporated,  assuming 
the  distribution  of  the  new  revenue  is  the  same  as  the  distribution  of  the  interest 
income . 
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Table  4 
Distribution  of  Additional  Revenue  Under  Option  A 


Revenue  Increase  Parks  Historical 


Fiscal  Year 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

$822,162  $548,108  $274,054 

748,532  499,022  249,510 

661,741  441,161  220,580 

566,208  377,472  188,736 

531,730  354,487  177,243 

514,031  342,687  171,344 

459,434  306,289  153,145 

414,008  276,006  138,002 

326,697  217,798  108,899 

180,856  120,571  60,285 

101,282  67,521  33,761 

43,385  28,923  14,462 

(18,736)  (12,491)  (6,245) 

(102,588)  (68,392)  (34,196) 


Trust  Fund  Interest  Account  Balance 

A  second  consideration  for  legislative  review  would  be  to  use  the  excess  trust 
fund  interest  to  replace  the  general  fund,  or  a  combination  of  both.  Table  5,  on  the 
following  page,  details  an  updated  (April  30,  1986)  analysis  of  expenditures  and 
revenues  from  trust  fund  interest.  Based  upon  a  revised  revenue  estimate  that 
forecasts  an  additional  $207,408  in  trust  fund  interest  for  the  biennium,  the  projected 
fund  balance  at  the  end  of  the  biennium  totals  $640,197.  The  fiscal  1987  Park's 
program  budget  includes  $448,506  of  general  fund  support.  The  projected  balance 
could  be  used  to  replace  the  general  fund,  leaving  a  balance  in  the  trust  fund 
interest  account  of  $191,691. 
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Table  5 
Coal  Tax  Parks  Trust  Fund  Earnings 


Revenues 

Balance  4/30/86 

Revenue  Remainder  Fiscal  1986 

Fiscal  1987   Revenues 

Total  Available 

Appropriations 

Fiscal  1986  Operations 

Balance  of  Fiscal  Year 
Fiscal  1987   Operations 
Fish,   Wildlife,   and  Parks  Capital  Projects 

1984   Parker  Homestead 

1984   State  Park  Capitol 

1984  Pageville  School 
1986  Ft.    Benton  Museum 
1986  Kleffner  Ranch 

Long  Range  Building  Plan  Capital  Projects 

1980  Misc.    Coal  Tax  Park  Improvement 

1981  Rosebud  Battlefield 

1981   Council  Grove   State  Monument 

1983  Elkhorn  State  Monument 

1983  Makoshika  State  Park  Improvement 

1985  Spring  Meadow 

1986  Spring  Meadow 

1986  Les  Mason  Improvement 
1986  Glen  Lake  Improvement 
1986  Lake  Elmo  Improvement 
1986  Relocate  Sign   Shop 


Total  Appropriations 
Balance  Remaining 


;     473,296 

393,073 

1,376,227 


$      238, 

,241 

685, 

,000 

10, 

,000 

36, 

,583 

20, 

,000 

125, 

,000 

30, 

,000 

13 

,403 

20 

,000 

6 

,492 

20 

,000 

100 

88, 

,488 

62 

,500 

180 

,000 

45, 

,000 

11, 

f  O  J  ij 

10: 

,000 

$2,242,596 


$1,602,399 
$__640^197 


Revision  of  Capital  Projects 

The  legislature  may  also  wish  to  reevaluate  some  of  the  capital  projects.      Spend- 
ing  authority    still   exists    for    five    projects    dating    back    to    1983    or    earlier:    1)    fiscal 

1980  miscellaneous    park    improvements,    2)    fiscal    1981    Rosebud    Battlefield,     3)    fiscal 

1981  Council    Grove    State    Monument,     4)     fiscal    1983    Elkhorn    State    Monument,     and 
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5)  fiscal  1983  Makoshika  State  Park  improvements.  Are  these  still  the  legislature's 
priority  projects  that  need  to  be  continued?  If  not,  the  funds  could  be 
reappropriated  to  replace  general  fund  in  the  Parks  Program. 

The  Miscellaneous  Coal  Tax  Park  Improvement  funds  and  the  Council  Grove  State 
Monument  funds  are  being  held  pending  the  outcome  of  a  lawsuit  against  the  state, 
and  may  not  be  available  for  reappropriation  until  after  the  lawsuit  is  concluded.  Ac- 
cording to  the  department  a  portion  of  the  funds  would  be  used  to  pay  a  consultant 
and  a  portion  may  be  necessary  to  pay  a  court  judgment.  Funds  not  expended  would 
revert.  The  $20,000  for  Rosebud  Battlefield  will  not  be  expended  and  could  be  real- 
located. The  $20,000  Elkhorn  State  Monument  project  is  ready  to  begin,  but  is  being 
held  up  by  the  department  until  after  the  special  session.  The  Makoshika  State  Park 
improvements  have  been  completed,  and  the  $100  balance  will  be  reverted. 
Therefore,  depending  on  whether  the  legislature  wants  the  Elkhorn  State  Monument 
project  to  continue,   up  to  $40,100  could  be  redirected. 

Refinancing  Projects 

Three  projects  currently  appropriated  from  parks  trust  fund  interest,  Les  Mason 
Improvements,  Glen  Lake  Improvements,  and  Lake  Elmo  Improvements,  could  possibly 
be  financed  with  fish  and  game  license  fees.  The  total  appropriated  for  these  three 
projects  is  $236,592.  In  the  department's  review  process  of  potential  trust  fund 
projects,  fishing  was  identified  as  a  recreational  activity  associated  with  each  of  the 
projects.  Therefore,  it  may  be  possible  to  use  fishing  and  hunting  license  fees  to 
finance  the  improvements  at  these  three  sites.  The  fishing  and  hunting  license 
fee  account  had  a  balance  of  $8,681,101  at  the  end  of  fiscal  1985.  If  fishing  and 
hunting  license  fee  funds  were  used  to  replace  trust  fund  interest  the  potential 
saving  would  be  $236,592.  These  funds  could  then  be  used  to  replace  general  fund 
within  the  Parks  Division. 
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Option  A:  Amend  Section  15-35-108,  MCA,  to  redirect  one-half  of  the  Coal  Sever- 
ance Tax  revenue  currently  going  to  the  trust  fund  to  be  used  for  op- 
erations and  maintenance  as  detailed  above.  This  v/ould  create  an  ad- 
ditional $548,108  of  state  special  revenue  funds,  which  could  be  used 
to  replace  the  $448,506  in  general  fund  within  the  Parks  Division. 
The  remaining  $99,602  in  state  special  revenue  funds  could  be  used  to 
expand  the  Parks  Division  or  be  put  back  into  the  trust  fund. 

Option  B:       Replace  the  $448,506  of  general  fund  in  the  Parks  Division  with  a  por- 
tion  of  the   projected   fiscal   1987   year-end  balance  in   parks   trust   fund 
interest. 

Option  C:      Redirect     $40,100     from     prior     year  projects  plus  from  the  trust  fund 
interest  balance  to  the  operations  of  the  Parks  Division. 

Option  D:      Refinance  $236,592  of     projects  currently  appropriated  from  trust  fund 
interest  with   fish  and  game  license  fees.      This  would  allow  the  legisla- 
ture to  replace  the  $448,506  of  general  fund  in  the  Parks  Division  with 
$236,592     of    fishing    and     hunting     fees     and     with     $211,914     from     the 
projected  fiscal  1987  year-end  balance  in  the  trust  fund. 
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STATE 

LANDS 

House  Bill  500 

"C-i  t-'ftni       1   QC? 

Budget  Items 

riscal   190/ 
Governor's  Budget 

Difference 

FTE 

303.08 

303.08 

0.00 

Personal  Service 
Operating  Expense 
Equipment 

$   7,097,086 

5,594,820 

553,003 

$   7,058,668 

5,518,316 

548,159 

$  38,418 

76,504 

4,844 

Total  Operating  Costs 
Non-Operating  Costs 

$13,244,909 
6,901,788 

$13,125,143 
6,505,272 

$119,766 
396,516 

Total  Expenditures 

M±U^±^l 

$19^630^415 

$51|i|§2 

General  Fund 
State  Special 
Federal  Revenue 
Proprietary 

$  6,753,899 

3,385,851 

9,821,069 

185,878 

$   6,416,204 

3,216,558 

9,821,069 

176,584 

$337,695 
169,293 
-0- 
9,294 

Total  Funding 

$20^146^697 

$19^.630^415 

$516^282 

ISSUES   IN   GOVERNOR'S   BUDGET 

Gov.    1.    5  Percent   Cut 

A.  Central  Management 

B.  Reclamation  Division 

C.  Resource  Development 

D.  Forestry  Division 

_________  Fiscal 

General  Fund 

$   (13,250) 
$   (52,081) 

-0- 
$(272,364) 

1987 

Other  Funds 

$(29,272) 
$(38,415) 
$(46,329) 
$(64,571) 

ISSUE   GOV.    1:      5   PERCENT   CUT 

Centralized  Management 

1.  Reduce  5  percent  of  the  general  fund  for  county  equalization  pay- 
ments -  $13,250.  The  county  equalization  payment  is  the  state's 
payment  in  lieu  of  taxes  to  counties  in  which  the  state  owns  over 
6  percent  of  the  county's  land  mass. 

2.  Reduce  the  aviation  revolving  account  -  $9,294.  This  account  is  used 
to     pay     for     the     maintenance     and     operations     of     the     department's 
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aircraft.      It   is    funded   through    an    hourly   rate   charged   the   aircraft's 
user.      For  further  explanation  of  this  account  see  LFA  Issue  1. 
3.        Reduce   the   development   of  the   trust   fund   management   data  processing 
system  -  $19,978. 

B.  Reclamation  Division 

1.  Reduce  the  Environmental  Analysis  Bureau  -  $38,415.  This  unit  no 
longer  exists  so  this  cut  does  not  affect  any  program.  It  was  funded 
with  environmental  impact  fees. 

2.  Reduce  equipment,  travel,  and  contract  services  in  the  coal,  hard 
rock,    and  open  cut  programs  -  $52,081. 

C.  Resource  Development 

1.  Reduce  capital  outlay  -  $46,329.  This  program  is  funded  by  the 
Resource  Development  account  whose  revenues  are  derived  from  a 
portion  of  the  income  from  state  lands.  Because  revenues  have  been 
below  early  estimates  the  department  has  already  reduced  the  program 
expenditures  by  more  than  5  percent.  Therefore,  the  5  percent 
reduction  in  appropriations  will  have  no  affect  on  the  program  because 
the  department  had  previously  reduced  the  planned  expenditures  in 
line  with  the  known  revenue  shortfall. 

D.  Forestry  Division 

1.  Eliminate  capital  equipment  purchases,  $272,364  financed  with  general 
fund  and  $64,571  financed  with  state  special  revenues.  In  fiscal  1987 
the  legislature  appropriated  $493,336  for  equipment  purchases,  replace- 
ments, and  parts.  The  equipment  is  primarily  used  for  forest  fire 
suppression. 


C-25 


DEPARTMENT   OF   STATE   LANDS 


Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

%  Change 

Budget  Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

260.35 

267.83 

291.55 

303.08 

35.25 

Personal  Service 

$   6,101,497 

$   7,988,493 

$   7,447,827 

$   7,467,598 

(6.5) 

Operating  Expense 

5,172,744 

9,990,837 

8,471,452 

5,594,820 

(44.0) 

Equipment 

500,231 

658,544 

809,285 

553,003 

(16.0) 

Total  Operating  Costs 

$11,774,472 

$18,637,874 

$16,728,564 

$13,615,421 

(26.9) 

Non-Operating  Costs 

3,558,715 

5,078,505 

6,399,152 

6,901,788 

35.9 

Total  Expenditures 

|i|i^32ilM 

li2iZiii3Z| 

1^3^127^716 

$20^517^209 

iy^il 

Fund  Source 

General  Fund 

$   5,791,139 

$   7,837,828 

$   8,663,152 

$  7,013,905 

(10.5) 

State  Special 

2,742,544 

2,675,166 

4,902,401 

3,427,337 

28.1 

Federal  Revenue 

6,696,949 

13,072,350 

9,363,906 

9,890,089 

(24.3) 

Proprietary 

102,555 

131,035 

154,257 

185,878 

41.9 

Other  Funds 

-0- 

-0- 

44,000 
IliilgliZM 

-0- 
$20^.517^209 



Total  Funds 

|l|j.333^187 

123^716^379 

LIUU 

TocTTtrq 

■ci  «  «  « 1     It 

^on 

General  Fund      Other  Funds 

2 .   Forest  Fire  Suppression  Costs 

Option  A:    Increase 

fees  to  private  landownei 

rs                     $(237,000) 

$237,000 

3.    Slash  Disposal  on  Private  Lands 

Option  A:    Increase 

slash  charge  to  $10.30 

$(20,600) 

$20,600 

Option  B:    Raise  admin,    assessment  to  6.8  percent               $(20,600) 

$20,600 

Option   C:    Increase 

slash  charges  to  $18.75 

$(20,600) 

$20,600 

Option  D:    Raise  admin,    assessment  to  12,5  percent             $(20,600) 

$20,600 

4.    Private  Forest  Land 

Assistance 

Option  A:    Eliminate   general  fund  support 

$(114,402) 

-0- 

Option  B:    Eliminate  general  fund  support  and 

transfer 

■  federal  funds 

$(187,402) 

-0- 

Increases  In  General  Fund  Revenue 

1 .    State  Lands  Aircraft  Direct  Operating  Costs 

Option  A:    Limit  proprietary  account  to  $30,000 
Option  B:    Transfer  to  general  fund 


$171,968 
$171,968 


-0- 
-0- 


The  Department  of  State  Lands  administers  lands  owned  and  held  in  trust  by  the 
state   of   Montana.      The   primary   purpose   of  the   department   is   to   secure   the   highest 
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reasonable  return  from  the  lands  it  manages.  In  addition,  the  department  has  re- 
sponsibility'^ for  fire  protection  on  state  and  private  lands  and  administers  strip,  un- 
derground, open-cut,  and  hard  rock  mining  permits  and  the  federal  abandoned  mine 
reclamation  program. 

There  are  four  major  expansions  in  the  Department  of  State  Lands  from  fiscal 
1985  to  1987:  1)  3.0  FTE  land  use  specialists  were  added  to  the  Land  Administration 
Division;  2)  17.0  FTE  were  added  to  the  Forestry  Division  for  expanded  timber  har- 
vest; 3)  the  state  is  taking  over  the  fire  protection  of  a  portion  of  the  White  Sulphur 
Springs  area;  and  4)  eleven  counties  were  added  to  the  state-county  cooperative  fire 
program.  Fiscal  1985  expenditures  include  fire  suppression  costs  which  were  paid 
through  supplemental  appropriation  and  not  part  of  the  fiscal  1987  budget.  Other 
funds  in  fiscal  1986  are  long  range  building  funds  for  a  fire  crew  building. 

ISSUE   1:      STATE  LANDS   AIRCRAFT   DIRECT   OPERATING   COSTS 

The  Department  of  State  Lands  charges  its  programs  and  other  state  agencies  for 
the  direct  operating  cost  associated  with  the  department's  air  operations.  The  reve- 
nue generated  from  the  direct  air  operation  costs  are  deposited  into  a  proprietary 
revenue  account.  Since  fiscal  1982  the  balance  in  this  account  has  grown  io  cpproxi- 
mately  $200,000.  In  looking  at  the  revenue  and  expenditure  stream  for  the  propri- 
etary account,  it  would  appear  that  a  maximum  monthly  balance  of  $30,000  would  be 
sufficient  to  meet  the  department's  monthly  needs. 

The  direct  operating  costs  include:  fuel,  oil,  radio  repairs,  annual  inspections, 
100  hour  inspections,  normal  airframe  repairs,  and  engine  overhauls.  The  department 
charges  air  operations  users  various  fees  based  upon  the  aircraft  used.  The  depart- 
ment operates  six  aircraft. 

Table  1  details,  month  by  month,  the  revenues  and  expenditures  of  the  air  op- 
erations proprietary  account. 
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Table  1 
Air  Operations  Proprietary  Account 


Capped 

Fiscal 

Rev.  Minus 

Monthly 

Fund 

Year 

Month 

Expenditures 

Revenues 

Expenditures 

Balance 

Balance* 

Surplus* 

1983 

$40,689 

$  40,689 

$  40,689 

$  30,000 

$  10,689 

198^ 

July 

$  1,290 

1,460 

170 

40,859 

30,000 

170 

Aug 

9,922 

25,416 

15,494 

56,353 

30,000 

15,494 

Sept 

16,010 

47,098 

31,088 

87,440 

30,000 

31,088 

Oct 

3,551 

16,023 

12,472 

99,912 

30,000 

12,471 

Nov 

15,916 

10,329 

(5,587) 

94,324 

24,413 

Dec 

8,445 

5,674 

(2,771) 

91 ,554 

21,642 

Jan 

2,072 

1,164 

(908) 

90,646 

20,734 

Feb 

13,179 

3,685 

(9,495) 

81,151 

11,239 

Mar 

3,622 

5,655 

2,033 

83,183 

13,272 

Apr 

2,129 

3,944 

1,815 

84,998 

15,087 

May 

4,620 

4,581 

(39) 

84,959 

15,048 

Jun 

8,529 

3,905 

(4,624) 

80,336 

10,424 

Year  End  Adj. 

$17,242 

$21,879 

$  4,638 

$  84,973 

$  15,062 

1985 

July 

$10,473 

$37,142 

$  26,669 

$111,642 

$  30,000 

$  11,731 

Aug 

16,945 

836 

(16,109) 

95,533 

13,891 

Sept 

8,901 

68,712 

59,811 

155,344 

30,000 

43,702 

Oct 

26,587 

35,564 

8,977 

164,321 

30,000 

8,977 

Nov 

9,453 

9,839 

386 

164,707 

30,000 

386 

Dec 

860 

8,790 

7,930 

172,636 

30,000 

7,930 

Jan 

2,300 

4,193 

1,893 

174,529 

30,000 

1,893 

Feb 

5,248 

4,350 

(898) 

173,631 

29,102 

Mar 

7,742 

2,377 

(5,366) 

168,266 

23,737 

Apr 

4,014 

6,193 

2,179 

170,445 

25,916 

May 

15,715 

6,913 

(8,802) 

161,643 

17,114 

Jun 

14,311 

3,846 

(10,465) 

151,177 

6,648 

Year  End  Adj . 

$17,678 

$27,670 

$  10,042 

$161,220 

$  16,691 

1986 

July 

$30,861 

$ 

$(30,861) 

$130,358 

$(14,171)** 

$ 

Aug 

13,996 

62,117 

48,121 

178,479 

30,000 

3,950 

Sept 

15,623 

32,954 

17,330 

195,809 

30,000 

17,330 

Oct 

9,571 

8,954 

(617) 

195,192 

29,383 

Nov 

6,070 

12,844 

6,774 

201,966 

30,000 

6,157 

Dec 

7,789 

6,234 

(1,555) 

200,411 

28,445 

Jan 

3,868 

743 

(3,126) 

197,285 

25,319 
Total  Surplus 

$171,968 

*I£  there  were  a  fund  cap  at  $30,000,  these  two  columns  would  represent  the  fund  balance  and  any 
potential  surplus  in  any  given  month. 
**The  negative  balance  occurs  only  because  there  was  a  delay  in  reporting  revenue. 
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Table  1  starts  with  a  balance  of  $40,689  carried  forward  into  fiscal  1984  from  fis- 
cal 1983.  The  monthly  balance  column  indicates  the  account  balance  at  the  end  of 
each  month.  As  can  be  seen,  the  balance  as  of  January  1986  is  $197,285,  The  6th 
column  represents  the  fund  balance,  by  month,  if  a  $30,000  limit  were  placed  on  the 
fund  and  any  excess  were  transferred  to  general  fund.  Column  7  indicates  the  sur- 
plus, by  month,  that  could  have  been  returned  to  the  general  fund.  In  looking  down 
column  6,  the  lowest  balance  would  have  been  in  July  1986,  when  the  balance  dropped 
to  a  negative  $14,171.  The  negative  balance  occurred  because  the  department  did  not 
credit  any  revenues  for  the  month.  Other  than  July  1986,  the  balance  would  have 
never  dropped  below   $6,600. 

Option  A:      Introduce  legislation  that     would  cap  the  maximum  amount  that  could  be 

maintained   in   the  air  operations  proprietary  account  in   any  one   month 

to    $30,000    with    any    excess    to    be    transferred    to    the    general    fund. 

This   would   immediately   transfer   approximately    $171,968    to   the    general 

fund. 
Option  B :      Make    a   one-time    transfer   of   $171,968    from    the   proprietary    account    to 

the  general  fund. 

ISSUE   2:      FOREST   FIRE   SUPPRESSION   COST 

Private  landowners  currently  pay  one-third  of  presuppression  forest  fire  costs. 
The  difference  between  presuppression  and  total  forest  fire  protection  costs  is  that 
total  forest  fire  protection  costs  include  the  forest  fire  suppression  costs  as  well  as 
presuppression  costs.  Presuppression  costs  are  all  forest  fire  costs  except  those  di- 
rectly related  to  putting  out  a  fire.  When  a  fire  needs  attention,  the  costs  associated 
with  fighting  that  fire  are  called  suppression  costs.  The  state  general  fund  pays  all 
costs  of  fire  suppression. 

A  report  entitled  "Timber  Management  and  Forest  Fire  Protection  Costs  in 
Montana,    a    Report    and    Recommendations    of   the    Joint    Interim    Subcommittee    No.    2    of 
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the  49th  Legislature,"  includes  the  following  passage,    which  indicates  that  the  commit- 
tee assumes  that  private  landowners  pay  for  one-third  of  forest  fire  protection  costs. 

Funding  for  Forest   Fire  Districts  and  Affidavits 

Funding  of  wildfire  prevention,  control,  and  suppression  has  been  coopera- 
tively provided  from  private,  state  and  federal  sources  based  on  the  com- 
bination of  benefits  received  by  each  party,  the  need  for  protection  on 
state  lands,  and  the  public  fire  threat  to  private  lands  and  resources. 
Based  on  the  findings  of  a  1958  study  by  Battelle  Institute,  forest  fire  pro- 
tection costs  have  been  assigned  one-third  to  private  property  and 
two-thirds  to  public  fundingT 

Also,  Section  76-13-207,  MCA,  requires  that  the  Department  of  State  Lands  "pre- 
pare an  annual  operation  assessment  plan  in  which  fire  protection  costs  are  de- 
termined." The  section  further  requires  that  "the  department  shall  request  the  legis- 
lature to  appropriate  the  state's  portion  of  the  cost.  After  the  appropriation  is  made 
by  the  legislature,  the  department  shall  cause  an  assessment  to  be  made  on  the  own- 
ers of  classified  forest  lands  .  .  .  sufficient  to  bring  the  total  amount  received  from 
such  landowners  to  no  greater  than  one-third  of  the  amount  specified  in  the  appro- 
priation." The  key  phrase  of  this  section  is  again  "fire  protection  costs."  Section 
76-13-102,  MCA,  contains  the  definition  of  forest  fire  protection,  which  is;  "means  the 
work  of  prevention,  detection,  and  suppression  of  forest  fires  ..."  The  legislature 
has  all  ready  determined  that  private  land  owners  should  pay  one-third  of  fire  sup- 
pression costs. 

If  it  is  the  legislature's  intent,  as  stated  in  the  Joint  Interim  Subcommittee's  re- 
port and  in  Section  76-13-207,  MCA,  that  private  land  owners  should  pay  one-third  of 
forest  fire  protection  costs,  there  are  a  number  of  possible  alternatives  to  include  the 
annual  cost  of  forest  fire  suppression. 

Because  of  the  wide  cost  variance  from  year  to  year  in  forest  fire  suppression 
costs,  if  the  fee  to  private  landowners  was  based  on  the  prior  year  costs  the  fee 
would  go  up  and  down  quite  dramatically  from  year  to  year.  If  some  stability  is  to 
be  built  into  a  possible  fee  schedule  some   sort  of  yearly  cost   averaging  formula  must 
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be  developed.  By  using  cost  averaging,  there  would  be  years  in  which  private  land- 
owners would  be  paying  for  more  forest  fire  fighting  services  than  they  will  receive 
and  years  in  which  they  will  receive  more  services  than  those  for  which  they  have 
paid. 

In  determining  what  fire  protection  costs  it  will  charge  the  state,  the  U.S.  For- 
est Service  looks  at  a  10  year  history  of  fire  protection  costs  and  averages  those  ten 
years,  minus  the  high  and  low  cost  years.  The  state  may  want  to  use  a  similar  ap- 
proach in  charging  private  landowners.  Table  2  details  a  twelve  year  period  from 
1975  to  1986,  discarding  the  high  cost  year  of  1986  ($3,290,436)  and  the  low  cost 
year  of  1977  ($49,731)  from  the  twelve  year  average.  The  last  two  columns  adjust 
the  cost  of  the  previous  year's  fires  to  a  1987  basis.  These  columns  are  necessary  to 
project  a  fire  suppression  cost  based  upon  the  ten  year  average  of  actual  costs.  The 
average  yearly  fire  cost  would  be  $710,426,  of  which  the  state  would  charge  private 
landowners  one-third,  or  $236,809  per  year.  Therefore,  the  assessment  charged 
private  landowners  in  fiscal  1987  should  be  increased  to  include  an  additional 
$237,000.  The  state  currently  collects  approximately  $1,100,000  per  year  from  private 
landowners  for  presuppression  costs.  The  state  charges  landowners  17  cents  per 
acre,  or  a  minimum  of  $14.  The  charge  is  set  in  Section  76-13-210,  MCA.  If  these 
fees  were  raised  approximately  25  percent  the  average  cost  of  fire  suppression  could 
be  included. 
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Table  2 
Adjusted   12   Year  Fire  Suppression  Costs 

Number  of                 Net  General  CPI 

Forest   Fires                  Fund  Cost  1987  Est. 

145                             $      193,240  111.97% 

211                                     67,255  100.41% 

180                                   572,384  74.87% 

471                                     58,749  57.18% 

158                               1,159,880  38.45% 

337                                    62,615  25.44% 

197                                   775,141  18.19% 

216                                   145,223  14.51% 

316                                   763,899  9.84% 

422                              1.752,289  6.18% 

l__555^068 


Calendar 
Year 

1975 
1976 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 

TOTAL 

AVERAGE 


Adjusted 
Total  Costs 

$  409,612 

134,786 

1,000,940 

92,339 

1,605,879 

78,545 

916,173 

166,296 

839,037 

1,860,650 

i__ZlQ^425 


Option  A :      Increase  the     forest     fire     protection     fees  to  private  landowners  by  25 
percent,   offsetting-  general  fund  costs  by  $237,000. 

ISSUE  3:      SLASH  DISPOSAL  ON  PRIVATE  LANDS 

Section  76-13-401  through  413,  MCA,  entitled,  "Control  of  Timber  Slash  and  De- 
bris," requires  the  Department  of  State  Lands  to  reduce  and  manage  lumbering  slash 
and  debris  piles  so  they  don't  present  a  fire  hazard.  The  department  is  responsible 
for  insuring  the  removal  of  fire  hazards  from  both  state  owned  land  and  private  for- 
est lands.  In  administering  the  program  on  privately  owned  forest  lands,  the  depart- 
ment has  two  methods  by  which  it  collects  its  costs. 

The  first  method  for  administering  the  program  is  on  industrial  forest  lands.  On 
industrial  forest  lands  where  over  2  million  board  feet  are  to  be  cut,  the  department 
may  enter  into  a  contract  with  the  lumberer  whereby  the  lumberer  is  required  to  post 
a  bond  to  insure  that  the  slash  piles  are  disposed  of  properly.  The  bond  must  be  at 
least    equal    to    $6    for    every    thousand    board    feet    to    be    lumbered.      The    lumbering 
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company  is  required  to  contact  the  department  when  the  slash  has  been  properly 
disposed  of,  to  allow  department  inspection  of  the  site.  The  cost  of  the  inspection  is 
to  be  paid  by  the  lumberer.  If  the  department  determines  that  the  site  has  been  ad- 
equately cleaned  up,  the  contract  is  completed  and  the  bond  is  released.  If  the  de- 
partment determines  that  the  site  hasn't  been  adequately  cleaned  up,  the  lumberer  is 
given  the  opportunity  to  do  the  job  correctly.  If  the  lumberer  doesn't  do  the  cleanup 
job  properly,  the  department  uses  the  bond  proceeds  to  clean  up  the  site.  The  de- 
partment only  collects  administrative  expenses  when  they  visit  the  site. 

The  second  method  of  administering  the  program  is  used  on  nonindustrial  forest 
lands.  The  department  collects  $6  per  thousand  board  feet  from  the  purchaser  of  the 
logs  and  deposits  it  into  a  state  holding  account  until  the  department  can  check  to 
see  if  the  slash  has  been  properly  disposed  of.  The  state  then  pays  the  logger  (or 
whoever  cleans  up  the  slash)  when  the  job  has  been  satisfactorily  finished.  The 
state  retains  4  percent  ($.24)  of  the  $6  for  administrative  expenses.  The  department 
estimates  that  140,000,000  board  feet  are  cut  annually  on  nonindustrial  forest  lands. 
At  $6/mbf,  the  holding  account  has  a  running  balance  of  approximately  $840,000  at 
any  one  time.  Therefore,  the  4  percent  administration  fee  generates  $33,600 
annually.  The  state's  general  fund  also  earns  interest  on  the  logger's  funds  while 
they  are  held  by  the  state. 

Most  of  the  costs  incurred  by  the  department  are  related  to  inspecting  nonindus- 
trial logging  activities.  The  industrial  logger  is  charged  for  the  actual  expenses 
related  to  an  inspection  visit,  while  the  costs  of  inspecting  the  nonindustrial  logging 
site  are  financed  by  the  4  percent  administration  fee.  The  $.24/mbf  has  not  been 
sufficient  revenue  for  the  state  to  carry  out  the  program.  The  general  fund  has  had 
to  supplement  the  $.24/mbf  to  ensure  that  all  of  debris  sites  are  adequately  inspect- 
ed. 
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Table  3  details  the  cost  of  the  slash  program  since  fiscal  1981.  It  includes  the 
percentage  and  amount  of  general  fund  which  has  been  needed  to  support  the  slash 
program.  From  fiscal  1981  to  fiscal  1985  the  general  fund  has  financed  over  50  and 
up  to  84  percent  of  the  program. 

Table  3 
Budget  History  of  the  Slash  Program 


General  Fund 

Percent 

Fiscal  Year 

Total  Budget 

Portion 

General  Fund 

1981 

$150,937 

$107,200 

71 

1982 

153,207 

81.200 

53 

1983 

134,700 

87,600 

65 

1984 

109,800 

76,700 

70 

1985 

121,892 

102,400 

84 

1986* 

114,884 

23,294 

20 

1987* 

115,724 

20,531 

18 

*Appropriated 


The  apparent  drop  in  general  fund  support  in  fiscal  1986  and  1987  is  due  to  leg- 
islative actions  in  the  1985  session.  During  the  legislative  budget  deliberations  it  was 
discovered  that  the  slash  account  would  have  had  a  $106,000  balance  in  the  biennium. 
The  legislature  used  $24,843  of  the  fund  balance  to  reduce  the  general  fund  support 
for  the  slash  program. 

The  Department  of  State  Lands  also  estimated  that  the  account  would  earn  reve- 
nues of  $80,000  in  fiscal  1986  and  $82,000  in  fiscal  1987.  The  legislature  used  this 
assumption  to  build  the  slash  program  budget.  As  table  4  on  the  following  page 
indicates,  the  revenues  for  the  first  nine  months  of  fiscal  1986  are  well  below  the 
department's  estimate.  Using  the  first  nine  months  as  a  guide,  revenues  for  the 
biennium  were  reestimated.  As  can  be  seen  on  table  4,  the  slash  account  is  projected 
to  have  a  negative  balance  at  the  end  of  fiscal  1987 .  This  negative  balance  is 
attributable  to  the  overestimated  revenues. 
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Table  4 
Department  of  State  Lands  Slash  Prof^ram 


July  1,    1985  Slash  Fund  Balance 

Projected  Fiscal  1986  Revenues 

Fiscal  1986  General  Fund  Appropriation 

Total  Funds  Available  for  Fiscal  1986 

Projected  Fiijcal  1986  Expenditures 

July  1,    1986   Slash  Fund   Balance 

Projected   Fiscal  1987   Revenues 

Fiscal  1987   General  Fund  Appropriation 

Total  Funds  Available  for  Fiscal  1987 

Projected  Fiscal  1987  Expenditures 

July  1,   1987  Slash  Fund  Balance 


Original 
Revenue 
Estimate 

$106,000 
80,000 
23,294 

$209,294 

114,884 

$  94,410 
82,000 
20,531 

$196,941 

115,784 

$_81^157 


Revised 
Revenue 
Estimate 

$106,412 
29,332 
23,294 

$159,038 

111,731 

$  47,307 
43,600 
20,531 

$111,438 

115,000 

$_i3^562i 


There  are  two  alternatives  which  the  legislature  may  wish  to  consider  to  eliminate 
general  support  of  the  slash  program.  First  is  an  alternative  which  would  eliminate 
the  general  fund  for  fiscal  1987  and  leave  a  zero  balance  in  the  slash  account.  There 
are  two  options  available  to  accomplish  this  alternative,  which  require  raising  on  addi- 
tional $24,183  of  slash  revenues.  Both  options  use  the  assumption  that  $10,000  will 
come  from  industrial  foresting  and  $6/mbf  and  4  percent  administration  fee  raise 
$33,600.  Elimination  of  the  projected  deficit  of  $3,562  and  replace  $20,531  of  general 
fund  would  require  either  raising  the  $6/mbf  to  $10.30/mbf  or  raising  the  adminis- 
tration fee  from  4  percent  to  6.8  percent. 

If  either  of  the  above  options  were  adopted,  the  legislature  would  again  face  a 
slash  program  financing  problem  in  fiscal  1988,  as  both  of  the  above  options  use  the 
prior    year's     fund     balance    to    finance    the    program     and    that    balance     will    not    be 
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available  In  the  next  biennium.  Fully  funding  the  program  at  current  level  from  cur- 
rent year  fees  would  require  fee  revenues  of  over  $115,000  per  year.  If  the  legisla- 
ture wanted  to  implement  a  longer  term  solution,  it  would  require  implementing  one  of 
two  following  options,  which  would  raise  approximately  $115,000  in  slash  fees:  raising 
the  $6/mbf  to  $18.75/mbf  or  raising  the  4  percent  to  12.5  percent.  Either  one  of 
these  options  will  generate  $115,000  when  coupled  with  the  fees  for  inspecting  indus- 
trial slash  and  would  eliminate  the  general  fund  from  the  program  and  fully  fund  the 
program  in  future  years. 

Option  A  :       Increase  the  $6/mbf  to  $10.30/mbf  to  raise  an  additional  $24,083,    for  a 

general  fund  savings  of  $20,600. 
Option  B :      Increase  the     4  percent     administration     fee  to  6.8  percent  to  raise  an 

additional  $24,083,   for  a  general  fund  savings  of  $20,600. 
Option  C:      Increase  the  $6/mbf  to  $18.75/mbf  to  raise  an  additional  $71,400,   for  a 

general  fund  savings  of  $20,600. 
Option  D:      Increase  the     4  percent     administration  fee  to  12.5  percent  to  raise  an 
additional  $71,400,    for  a  general  fund  reduction  of  $20,600. 

ISSUE   4:      PRIVATE   FOREST   LAND   ASSISTANCE 

The  Department  of  State  Lands,  through  the  Forestry  Division,  administers  the 
Private  Land  Assistance  Program.  The  program  provides  private  forest  landowners 
with  technical  advice  and  assistance  in  the  management  of  forest  lands.  The  division 
can  advise  the  landowner  on  forest  management,  including  marketing,  forest  products, 
timber  stand  improvement,  forest  grazing,  Christmas  trees,  and  forest  taxation.  For 
fiscal  1986,  the  program  has  a  budget  of  $187,402  of  which  $114,402  is  general  fund. 
The  balance  of  $73,000  is  federal  funds.  Program  costs  for  fiscal  1987  are  assumed  to 
be  the  same  as  fiscal  1986. 

A  July  1985  report  funded  by  the  department,  entitled  "An  Investigation  of  Some 
Physical    and    Economic    Effects    of    Private    Forestry    Assistance     (PFA)    in    Montana," 
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estimated  that  the  total  increase  in  the  average  private  forest  landowner's  wealth  due 
to  PEA  is  over  $9,000.  There  are  approximately  70  timber  sale  assists  per  year 
therefore,    gross  before-tax  benefits  are  approximately  $630,000. 

The  one  question  that  is  not  answered  by  the  1985  report  is  whether  investing 
$187,402  of  federal  and  state  tax  dollars  to  add  $630,000  to  the  state's  economy  is  a 
good  investment.  The  state  could  expect  to  receive  an  additional  $35,000  in  income 
tax  revenue,  which  assumes  that  the  average  tax  rate  on  each  additional  $9,000  would 
be  5.5  percent.  It  appears  the  state  is  not  making  a  good  investment  of  its  $114,402 
to  receive  a  return  of  $35,000. 

According  to  the  U.S.  Forest  Service  at  Missoula,  the  funds  that  the  state  puts 
into  fire  suppression  are  used  as  the  state  match  for  the  federal  funds.  Therefore, 
if  general  fund  support  for  the  program  was  eliminated,  the  state  would  not  jeopar- 
dize its  eligibility  for  the  federal  funds. 

The  discontinuance  of  the  program  by  the  state  would  not  leave  landowners  with- 
out services.  A  recent  department  publication  entitled  "Montana  Consultant 
Foresters"  lists  29  firms  with  83  graduate  foresters  who  provide  timber  inventory  and 
appraisal,  timber  harvesting  and  marketing,  and  other  services  currently  provided  by 
the  state.  Therefore,  services  provided  by  the  state  could  be  performed  by  the  pri- 
vate sector. 

If  general  fund  support  for  this  program  was  removed,  there  are  two  options 
which  the  legislature  could  consider  for  the  remaining  federal  funds.  The  first  alter- 
native would  be  to  leave  the  federal  funds  in  the  Private  Forest  Assistance  Program 
and  direct  the  department  to  continue  the  program  with  only  federal  funds.  The  sec- 
ond alternative  would  be  to  redirect  the  federal  funds  to  another  forestry  program, 
such  as  the  Nursery  or  Forest  Fire  Programs.  The  $73,000  of  federal  funds  could  be 
used  to  reduce  general  funds  in  either  of  those  two  programs. 
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The  Nursery  and  Forest  Fire  Programs  are  suggested  as  possible  programs  which 
could  use  the  federal  funds  because  the  authorized  uses*  of  the  federal  grant  that 
funds  the  private  assistance  program  include  "developing  genetically  improved  tree 
seeds;  producing  and  distributing  tree  seeds  and  seedlings;  reforestation,  .  .  .  the 
prevention,  control,  suppression,  and  prescribed  use  of  fires."  The  activities  of  the 
Nursery  and  Forest  Fire  Programs  fit  the  uses  described. 

In   choosing   any   of  the   options    described   in   this  issue   the   legislature   runs   the 
risk  of  losing  the   $73,000   of  federal  funds.      The  U.S.    Forest   Service  has  discretion- 
ary authority  over  what  types  of  programs  it  will  contract  with  the  state  to  provide. 
Option  A :      Eliminate  general  fund  support  for  the  program  and  save  approximately 
$114,402    of    general    fund    dollars,    but    continue    the    federally    funded 
portion  of  the  program . 
Option  B :      Eliminate  the  program  and  transfer     the  $73,000  of  federal  funds  to  ei- 
ther   the    Nursery    or    Forest    Fire    Program    and    reduce    their    general 
fund     equivalently .        This     would     reduce     general     fund     a     total     of 
$187,402. 


*The  "uses"  are  described  in  the  use  and  use  restriction  section  of  the  "Catalog  of 
Federal  Domestic  Assistance  1985." 
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Budget  Items 

F.T.E. 

Personal  Service 
Operating  Expense 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


House  Bill  500 

121.61 

$3,142,858 

1,522,115 

131,542 

$4,796,515 
2,300 

$4^798^815 


-  Fiscal  1987 ■ 

Governor's   Budget 

114.61 

$2,939,753 

1,514,679 

131,542 

$4,585,974 
2,300 

14^588^274 


Difference 

7.00 

$203,105 
7,436 
-0- 

$210,541 
-0- 

1210^541 


General  Fund 
State  Special 
Federal  Revenue 

Total  Funding 


$     672,790 

3,538,025 

588,000 

$4^798^815 


$      639,150 

3,361,124 

588,000 

$4^588^274 


$   33,640 
176,901 
-0- 

$210^.541 


ISSUES   IN   GOVERNOR'S   BUDGET   -   - 

Gov.    1.     5  Percent  Cut 

A.  Centralized  Services 

B.  Diagnostic  Laboratory 

C.  Disease  Control 

D.  Milk  and  Egg 

E.  Inspection   &   Control 

F.  Predator  Control 

G.  Rabies   Control 


Fiscal  1987  

General  Fund  Other  Funds 


$(3,585) 

$(14,625) 

$(25,458) 

$(20,141) 

-0- 

$(52,595) 

$(3,483) 

-0- 

-0- 

$(37,724) 

-0- 

$(51,816) 

$(1,114) 

-0- 

ISSUE   GOV.    1:      5   PERCENT   CUT 

A.  Centralized  Services:      Eliminate  one  position  currently  not  filled. 

B .  Diagnostic  Lab :  Eliminate  one  veterinarian  position  which  is  currently  not 
filled . 

C.  Disease  Control:  Because  of  the  reduction  in  the  number  of  livestock,  this 
unit  was  able  to  eliminate  three  positions  and  the  program  currently  has 
three  positions  vacant. 

D.  Milk  and  Eggs:      Reduce  the  number  of  production  facilities  inspections. 
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E,  Inspection  and  Control:  Because  of  the  livestock  reduction,  there  are 
fewer  animals  to  inspect  and  the  department  will  be  using  fewer  part-time 
inspectors  at  the  markets. 

F,  Predator  Control:  A  new  and  faster  helicopter  has  eliminated  the  need 
for  two  positions  which  are  currently  vacant. 

G,  Rabies  Control:  General  program  reduction.  Please  refer  to  LFA  Issue  1 
in  the  Department  of  Livestock  section. 
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Budget  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%   Change 
FY85-FY87 

FTE 

122.61 

121.61 

116.61 

121.61 

(0.00) 

Personal  Service 
Operating  Expense 
Equipment 

$2,922,627 

1,366,928 

77,089 

$2,958,491 

1,431,864 

330,006 

$3,135,504 

1,522,393 

214,605 

$3,298,040 

1,522,115 

131,542 

11.5 

6.3 

(60.1) 

Total  Operating  Costs 
Non-Operating  Costs 


$4,366,644 
3,377 


$4,720,361 
-0- 


$4,872,502   $4,951,697 
2,300       2,300 


4.9 

N/A 


Total  Expenditures 

$4^370^.021 

||iZi0^361 

$4^874^802 

$4^953^997 

==i=i= 

Fund  Source 

General  Fund 
State  Special 
Federal  Revenue 

$      593,533 

3,258,094 

518,394 

$     610,869 

3,494,079 

615,413 

$      654,157 

3,632,645 

588,000 

$     694,331 

3,671,666 

588,000 

13.7 

5.1 

(4.5) 

Total  Funds 

Mi^IgiQ21 

11^720^361 

|ii§Z|iiQ2 

Mii52iiil 

4,9 

ISSUES  ------ 

1.    Rabies  Control 

General 

-  Fiscal  198Y    - 
Fund        Other 

Funds 

Option  A:    Replace 
Option  B:    Reduce 

General  Fund 
General  Fund 

to  Fiscal   1985 

$(68 
Share       $(32 

,841) 
,789) 

$68 
$32 

,841 
,789 

The  Department  of  Livestock  is  administered  by  the  Board  of  Livestock,  whose 
seven  members  are  appointed  by  the  Governor.  Each  member  must  be  an  active  live- 
stock producer.  Day-to-day  supervision  of  the  department  is  conducted  by  the 
executive  secretary.  The  budget  approved  by  the  legislature  draws  86  percent  of  its 
support  from  assessments  and  taxes  on  livestock,  with  the  remainder  coming  from  the 
general  fund.  The  general  fund  is  used  to  support  the  Milk  and  Egg  Program  and 
parts  of  the  Centralized  Services,  Diagnostic  Laboratory,  and  Rabies  Control 
Programs.  Total  expenditures  increased  4.9  percent.  The  Rabies  Control  Program 
was    increased    $54,481     per    year    to    pay     for    the    costs     associated    with     the     state 
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veterinarians'   work  on  the  program ,    with  the  remainder  of  the  increase   due  primarily 
to  inflation. 

ISSUE    1:      RABIES   CONTROL 

Rabid  skunks  represent  a  potential  health  and  safety  problem  to  humans,  pets, 
livestock,  and  wildlife.  The  main  objective  of  the  Rabies  Control  Program  is  to 
eliminate  the  rabid  skunk  population  within  an  area  that  has  proven  rabies  carriers. 
When  a  rabid  skunk  is  identified,  the  department  attempts  to  eliminate  all  skunks 
within  a  three  mile  radius.  The  main  weapon  which  is  used  to  kill  the  skunks  is  eggs 
containing  strychnine.  For  fiscal  year  1987  the  legislature  appropriated  $83,841  to 
the  department  to  administer  this  program.  Of  this  total,  $15,000  is  a  grant  of  fish 
and  game  license  fees  from  the  Department  of  Fish,  Wildlife,  and  Parks  and  $68,841  is 
general  fund. 

Prior  to  the  1987  biennium  the  Rabies  Control  Program  had  provided  only  for 
supplies  and  travel  and  hourly  pay  for  contract  rabies  control  agents.  Department 
personnel  who  worked  on  the  program  were  not  charged  as  a  part  of  the  program 
cost.  Because  of  anticipated  declines  in  livestock  assessment  revenues,  the 
legislature  approved  the  department's  request  to  charge  the  portion  of  the  district 
state  veterinarians'  salaries,  per  diem,  and  mileage  to  the  Rabies  Control  Program 
that  reflected  their  work  on  rabies.  An  aggregate  of  1.2  FTE  were  transferred  from 
the  Disease  Control  Program  at  a  total  general  fund  cost  of  $54,481  per  year  before 
pay  increases.  In  fiscal  1985  the  general  fund  financed  43  percent  of  the  program's 
costs,  with  fish  and  game  general  license  revenue  financing  57  percent.  In  fiscal 
1986  the  general  fund  is  financing  82  percent  of  the  program  costs,  while  fish  and 
game  license  revenues  are  financing  only  18  percent. 

The  adjustment  increasing  general  fvmd  support  for  the  rabies  program  occurred 
in  the  latter  part  of  the  1985  legislative  session.  Increased  use  of  fish  and  game 
license    funds   was    not    considered   at    that   time.      Arguments    for  increased   use   of  fish 
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and  g-ame  license  funds  may  be  found  in  the  Department  of  Fish,  Wildlife  and  Parks 
obligation  to  protect  game  and  human  life.  A  skunk  by  definition  (Section  87-2-101, 
MCA)  is  a  predatory  animal.  The  Department  of  Fish,  Wildlife,  and  Parks  is 
authorized  by  law  to  "appropriate  moneys  from  the  funds  (the  fishing  and  hunting 
license  fee  fund)  at  its  disposal  for  the  extermination  or  eradication  of  predatory 
animals  that  destroy  fish,  game,  or  fur-bearing  animals  or  game  or  nongame  birds." 
According  to  the  Department  of  Livestock  the  rabid  skunk  poses  a  threat  of  spreading 
rabies  to  raccoon,   fox,   badgers,   and  other  wild  animals. 

In  fiscal  1986  The  Department  of  Fish,  Wildlife,  and  Parks  received  a  budget 
amendment  for  a  Grizzly  Bear  Management  Program.  The  purpose  of  the  program  was 
to  "reduce  gi'izzly  bear/human  conflicts  which  have  recently  escalated  to  dangerous 
levels...".  One  of  the  I'easons  used  by  the  department  to  justify  the  program  was 
that  the  bears  were  killing  livestock  (sheep,  goats,  and  cattle)  and  presenting  a 
potential  threat  to  humans.  The  budget  amendment  authorized  expenditures  of  $45,455 
of  fishing  and  hunting  license  fees  for  this  program. 

There  are  a  great  deal  of  similarities  between  the  Rabies  Program  and  the 
Grizzly  Bear  Management  Program.  Both  are  designed  to  reduce  the  number  of 
incidents  where  a  wild  animal  presents  a  potential  safety  and  health  problem  for  hu- 
mans and  to  protect  livestock.  The  main  difference  in  the  two  programs  is  how  they 
are  funded.  The  Grizzly  Bear  Management  Program  is  funded  entirely  with  fishing 
and  hunting  license  fees,  while  the  Rabies  program  is  financed  primarily  with  general 
fund.  Under  the  definition  of  predator  the  eradication  of  rabid  skunks  qualifies  for 
fishing  and  hunting  license  fee  funding.  The  fishing  and  hunting  license  fee  account 
had  an  ending  fund  balance  of  $8,681,101  in  fiscal  1985. 

Option  A:  Replace  the  general  fund  support  of  the  Rabies  Control  Program  with 
fishing  and  hunting  license  fees.  The  savings  to  the  general  fund 
would  be  $68,841   in  fiscal  1987. 
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Option  B:      Return     to  the  fiscal  1985  ratio  of  funding  the  program.     Fishing     and 
hunting    license    fees    would    finance    57    percent,     or    $47,789    and    the 
general  fund   would   finance  43  percent,   or  $36,012.      This  would  reduce 
general  fund  expenditures  by  $32,789. 
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Budg:et   Items 

House  Bill  500 

■    risuai    i30( 
Governor's  Budget 

Difference 

FTE 

253.79 

247.79 

6.00 

Personal  Service 

$   6,264,655 

$   6,105,599 

$     159,056 

Operating  Expense 

4,776,858 

3,585,682 

1,191,176 

Equipment 

51,497 

49,497 

2,000 

Total  Operating  Costs 

$11,093,010 

$   9,740,778 

$1,352,232 

Non-Operating  Costs 

1,627,952 

1,259,562 

368,390 

Total  Expenditures 

IMiiiQ^iii 

Jll^QOO^MQ 

$1^720^622 

Funding  Source 

General  Fund 

$   5,552,574 

$   4,549,295 

$1,003,279 

State   Special 

5,986,865 

5,269,522 

717,343 

Federal  Revenue 

1,181,523 

1,181,523 

-0- 

Proprietary 

-0- 

-0- 

-0- 

Other  Funds 

-0- 

-0- 

-0- 

Total  Funding 

$12j.720j.962 

$11^000^342 

liiZIQiili 

ISSUES   IN   GOVERNOR'S   BUDGET 

--------  Fiscal 

1987 

General  Fund 

Other  Funds 

Gov.    1.     5  Percent  Cut 

A.    Centralized  Services 

$(52,470) 

$(17,505) 

B.   Oil  and  Gas 

-0- 

$(4«,663) 

C.    Conservation 

Districts 

$(17,778) 

$(660) 

D.   Water  Resources 

$(184,661) 

$(63,710) 

E.    Energy  Division 

$(23,370) 

$(170,805) 

Gov.    2.      Redirect  Water  Development   Funds  and 

Resource  Indemnity  Trust  Interest  to 

Replace  General 

Fund 

$(725,000) 

$725,000 

Gov.    3,     Delay  Alternative 

Energy  Loans  and 

Grants 

$(1,143,000) 

ISSUE  GOV  1:   5  PERCENT  CUT 

A.  Centralized  Services:  Leave  1.5  positions  in  the  Cartography  and  Publi- 
cations Bureau  vacant;  reduce  the  Board  of  Natural  Resources'  budget 
$9,000. 

B.  Oil  and  Gas:      Keep  two  field  inspector  positions  vacant. 
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C.  Conservation  Districts:  Reduce  division  operating  expenses  -  $9,270; 
reduce  pass-through  grants  to  counties  -  $5,000;  reduce  the  saline  seep 
project  -  $3,500. 

D.  Water  Resources:  A  part-time  administrative  clerk  and  a  hydropower  engi- 
neer position  will  remain  vacant;  six  stream  flow  gauging  stations  will  be 
eliminated;  vacant  positions  in  the  Water  Rights  Bureau  will  be  kept  vacant; 
aerial  photo  purchases  will  be  cut;  water  rights  decree  mailings  by  the 
water  court   will  be  reduced;    equipment  purchases  will  be  reduced. 

E.  Energy  Division:  Reduce  alternative  energy  grants  and  loans;  keep  an 
administrative  position  and  a  coal  analyst  position  vacant;  reduce  other  gen- 
eral operations. 

ISSUE     GOV.      2:        REDIRECT     WATER     DEVELOPMENT     AND     RESOURCE     INDEMNITY 
TRUST   INTEREST   TO   REPLACE   GENERAL   FUND 

The  executive  has  proposed  replacing  $725,000  of  general  fund  in  the  Water  Re- 
sources Division  with  $500,000  of  Resource  Indemnity  Trust  (RIT)  interest  and 
$225,000  of  Water  Development  Funds.  The  executive  proposal  contains  four  parts: 
(1)  transferring  $200,000  of  RIT  interest  from  a  $277,000  DNRC  appropriation  to 
administer  the  Resource  Indemnity  Trust  Fund  Grant  Program;  (2)  transferring 
$300,000  of  RIT  interest  from  the  environmental  contingency  fund;  (3)  transferring 
$125,000  of  water  development  funds  from  the  DNRC  emergency  grant  appropriation; 
and  (4)  reducing  $100,000  of  the  water  development  funds  appropriation  for  water 
project  grants.      The  $100,000  would  then  be  used  to  offset  general  fund. 

The  first  part  of  the  executive  proposal  is  to  transfer  to  the  general  fund 
$200,000  (of  $277,000  total  RIT  interest)  appropriated  to  DNRC  to  administer  the  Re- 
source Indemnity  Trust  Fund  Grant  Program.  Through  April  1986,  the  department 
had  expended  only  $4,858  of  the  $277,000.  Therefore  the  $200,000  is  available  for 
transfer. 
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The  second  part  of  the  executive  proposal  is  to  reduce  the  percentage  of  RIT 
interest  funds  appropriated  to  the  environmental  contingency  account  from  5  percent 
to  1.8  percent.  This  percentage  reduction  would  transfer  $300,000  according  to  the 
executive  proposal.  In  examining  the  legislation  appropriating  and  allocating  RIT  in- 
terest funds,  the  executive  and  the  LFA  have  different  interpretations  of  House  Bill 
922.  Section  1  of  House  Bill  922  appropriates  the  "balance"  of  RIT  interest  fund  to 
DNRC.  The  balance  is  calculated  by  taking  the  available  revenue  and  subtracting  the 
amount  allocated  to  other  funds  and  appropriated  to  other  departments.  Section  4  of 
House  Bill  922  appropriates  5  percent  of  the  funds  appropriated  to  DNRC  to  the 
environmental  contingency  account.  The  executive's  proposal  suggests  that  the  "bal- 
ance" is  $9,772,562,  which  includes  $3,612,778  allocated  to  the  Water  Development 
Fund  by  Section  75-1-1101,  MCA.  Based  upon  legal  advice  from  the  Legislative 
Council,  the  LFA  does  not  include  the  $3,612,778  as  part  of  the  balance  and  has 
calculated  a  balance  of  $6,162,784  appropriated  to  DNRC.  Therefore,  the  calculation 
of  5  percent  for  the  environmental  contingency  account  will  vary  depending  upon 
which  interpretation  the  legislature  uses.  Table  1  shows  the  legislative  staff  and  the 
executive's  interpretation  of  the  proposal.  If  the  legislature  uses  the  legislative  staff 
interpretation,  the  Governor's  proposal  to  transfer  $300,000  to  replace  general  fund 
would  require  reducing  the  percentage  fi'om  five  to  near  zero. 
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Table  1 
Resource  Indemnity  Trust   (RIT)   Interest  Earnings /Distribution 


Total  Funds  Available  -  LFA  Estimate 

Appropriations  and  Allocations 
HB   500,    952  and  6%   Haz.    Waste 
Water  Development  Fund 

Total  Non-DNRC  Appropriation 

Balance  Appropriated  to  DNRC 

5  Percent  of  Balance  for  Contingency  Fund 


LFA 

Executive 

$14,218,664 

$14,218,664 

4,443,102 

4,443,102 

3,612,778 

-0- 

$   8,055,880 

$   4,443,102 

l^e^iiiiiM 

1-9^775^562 

1        308^139 

$        488^728 

The  third  part  of  the  executive  proposal  is  to  redirect  $125,000  of  water  devel- 
opment funds  appropriated  to  DNRC  for  emergency  grants.  Section  10  of  House 
Bill  947,  which  makes  the  $125,000  appropriation,  stipulates  that  if  the  appropriation 
is  not  needed  for  emergency  grants,  DNRC  could  use  the  funds  to  finance  grants 
listed  in  Section  1  of  the  bill.  If  there  are  no  emergencies  requiring  these  funds, 
the  net  effect  of  the  executive  recommendation  is  to  reduce  the  amount  available  for 
grants  in  Section  1  by  $125,000.  Issue  1  of  the  LFA  Budget  Analysis  includes  an 
updated  revenue  and  expenditures  table  (table  1)  of  the  V/ater  Development  Account. 
Also  in  that  issue  is  table  2,  which  details  the  prioritized  grants  from  House  Bill  947. 
If  the  $125,000  were  transferred  to  the  general  fund  or  had  been  used  for  an  emer- 
gency grant,  the  amount  available  for  grants  would  be  reduced.  This  part  of  the 
executive's  proposal  only  reduces  water  development  funds  for  grants. 

The  fourth  part  of  the  executive  proposal  is  to  reduce  the  amount  of  water  de- 
velopment funds  available  for  grants  by  $100,000.  This  part  of  the  executive  pro- 
posal,  combined  with  part  three,   reduces  the  amount  available  for  grants  by  $225,000. 
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The  four  parts  of  this  proposal  combine  for  a  net  transfer  of  $725,000  to  the 
general  fund   ($500,000  of  RIT  interest  and  $225,000  of  Water  Development  funds). 

ISSUE   GOV.    3:      DELAY   ALTERNATIVE  ENERGY   LOANS   AND   GRANTS 

Table  2  details  the  current  status  of  the  Alternative  Energy  Research  Develop- 
ment and  Demonstration  Account  in  funding  the  Renewable  Energy  and  Conservation 
Program.  Of  the  balance  available  for  grants  and  loans,  the  executive  has  recom- 
mended that  $1,143,000  be  reallocated  to  the  general  fund.  The  executive  has 
recommended  that  the  remaining  balance  be  used  to  retrofit  at  least  eight  state 
buildings. 

The  Alternative  Energy  Research  Development  and  Demonstration  Account  re- 
ceives a  percentage  of  the  Coal  Trust  Funds.  The  account's  funds  are  used  to  fi- 
nance grants  and  loans  for  energy  conservation  projects. 


Table  2 
Renewable  Energy  and  Conservation  Program  -  1987  Biennium  Budget 


Balance  Available  July   1,    1985  $1,278,694* 

Revenue  estimate  for  Fiscal  1986  and   1987 

Coal  Tax  $1,968,728 

Loan  Repayments  445,000 

Total  Revenue  $2,413,728 

Total   Funds   Available  $3,692,422 

Operating  Expenses 

Administration  $     597,240 

Energy  Audit   Contract  28,000 

Match  for  Federal  Grants  270,086 

Total  Operating  Expenses  $     895,926 

Grants  Awarded  to  12/31/85 

State  Building  $     207,098 

Renev/able  Energy   &    Conservation   Grants  62,053 

Total  Grants  Awarded  $     269,151 


Balance  Available  for  Grants  and  Loans  $2j.527j.345_ 


*The  balance  does  not  include  the  $2,000,000  appropriated  to  science  and  technolo- 
gy- 
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DEPARTMENT 

OF   NATURAL   RESOURC 

:ES   AND   CONSERVATION 

Budget  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%  Change 
Fy85-FY87 

FTE 

266.9 

268.50 

257.29 

257.79 

(10.71) 

Personal  Service 
Operating  Expense 
Equipment 

$ 

5,808,159 

3,032,862 

140,580 

$   6,093,884 

3,011,948 

209,674 

$  6,469,344 

7,022,564 

120,896 

$   6,586,357 

4,776,858 

51,497 

8.1 

58.6 

(75.4) 

Total  Operating  Costs 
Non-Operating  Costs 

$ 

8,981,601 
5,225,535 

$   9,315,506 
6,805,415 

$13,612,804 
22,969,550 

$11,414,712 
1,627,952 

(76.1) 

Total  Expenditures 

$14^207^136 

$16^120^921 

$36^582^354 

$13^042^664 

(19.1) 

Fund  Source 

General  Fund                        $  4,318,642     $  3,576,219     $   4,538,913   $  5,759,413  61.0 

State  Special  Fund                 7,623,779         9,550,690       24,694,432       6,075,084  (36.4) 

Federal  Revenue                      1,448,525          1,149,360          7,349,009       1,208,167  5.1 

Proprietary  Funds  13,204  -0-  -0-  -0-  

Other  Approp.    Funds               802,986          1,844,652     -O^  ^O^  (100.0) 

Total  Funds                    iMiggZilM    |l|^l|Qii|l    |2i±lili^ll  iMiQIIiMi  =Ll^=il 

ISSUES Fiscal  1987 

General  Fund        Other  Funds 

1.  Replace  General  Fund  in  Water  Engineering  Bureau 

Option  A.                                                                                             $(353,090)  $353,090 

Option   B.                                                                                                  $(353,090)  $353,090 

2.  Monitoring  Energy  Supplies  and  Demand                                    If; (27, 143)  -0- 

3.  Major  Facility  Siting  Bureau  Funding                                        $(173,000)  $173,000 


The  Department  of  Natural  Resources  and  Conservation  is  responsible  for  mainte- 
nance and  enhancement  of  Montana's  land,  water,  and  energy  resources.  The  Con- 
servation Districts  Division  provides  leadership  and  financial  assistance  to  the  state's 
59  conservation  districts.  The  Oil  and  Gas  Division  regulates  the  exploration  for  and 
production  of  oil  and  gas.  The  Water  Resources  Division  administers  the  state's  Water 
Development   Program,    state   owned   water  projects,    and   water  rights   recording.      The 
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Enerp-y   Division   operates  the   Alternative  Energy   Program   and   administers   the   Facility 
Siting  Program. 

The  change  in  positions  from  fiscal  1985  to  fiscal  1987  results  from  the  addition 
of  4  FTE  to  administer  the  Resource  Indemnity  Trust  Grant  Program  and  the  loss  of 
14.71  FTE  added  by  budget  amendment  in  fiscal  1985.  The  other  major  change  is  the 
appropriation  of  $1.0  million  per  year  of  anticipated  facility  siting  revenues  in  the  En- 
ergy Division.  The  reduction  in  non-operating  costs  is  because  fiscal  1985  includes 
grant  expenditures,  while  in  the  1987  biennium  the  grants  are  appropriated  for  the 
biennium  and  listed  in  fiscal  1986.  In  practice  however,  some  1987  biennium  grants 
will  carry  over  in  to  fiscal  1987.  General  fund  increases  61.0  percent,  primarily  due 
to  the  replacement  of  resource  indemnity  trust  interest  with  general  fund  to  fund  the 
operating  expenses  of  the  department. 

ISSUE   1:      REPLACE   GENERAL   FUND    IN   THE   WATER   ENGINEERING   BUREAU 

The  legislature  appropriated  $848,068  in  fiscal  1987  for  the  operations  of  the  En- 
gineering Bureau  in  the  Water  Resources  Division.  Of  this  total,  $353,090,  or  41.6 
percent,   is  general  fund. 

The  Engineering  Bureau  is  composed  of  three  sections:  (1)  The  Project  Reha- 
bilitation Section,  which  is  responsible  for  the  rehabilitation  of  state-owned  water  de- 
velopment projects;  (2)  the  Floodplain  Management  Section,  which  administers  the 
Montana  Floodplain  and  Floodway  Management  Act  and  coordinates  the  National  Flood 
Insurance  Program;  and  (3)  the  Project  Section,  which  administers  state-owned  water 
conservation  projects  and  provides  for  engineering  and  related  technical  assistance  to 
the  state  water  users'  associations  and  to  other  programs  within  DNRC  and  other 
agencies.  The  basic  responsibility  of  the  bureau's  sections  is  administering  the 
state's  water  development  program. 

The  responsibihties  and  functions  of  the  bureau  appear  to  fit  the  criteria  estab- 
lished in  section  85-1-604,   MCA,    for  financing  by  the  water  development   state  special 
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revenue  account.  Subparagraph  (vii)  of  that  section  states  that  one  of  the  purposes 
for  which  the  water  development  state  special  revenue  account  can  be  used  is  "admin- 
istrative expenses,  including  but  not  limited  to  the  salaries  and  expenses  of  person- 
nel, equipment,  office  space,  and  other  necessities  incurred  in  the  administration  of 
the  water  development  program,..".  The  legislature  may  want  to  use  water  develop- 
ment state  special  revenues  to  fund  the  Water  Engineering  Bureau  instead  of  the 
$353,090  general  fund  currently  allocated.  The  use  of  water  development  funds  to 
replace  general  fund  would  reduce  the  amount  available  for  grants. 

When  the  budget  for  the  1987  biennium  was  developed,  $2,592,275  was  estimated 
to  be  available  for  water  development  grants.  Table  1  shows  the  original  estimate  and 
the  re-vised  estimate  as  of  May  7,  1986.  The  revised  amount  available  for  grants  is 
$230,276  lov/er  than  the  original  estimate. 


Table  1 

Water  Development  Account 

1987  Biennium 


Beginning  Balance  July  1,  1985 
Revenues 

30  Percent  RIT  Int.  Earnings 

Coal  Tax  Renewable  Res.  Dev. 

Coal  Tax  Water  Development 
Less  Debt  Service  on  WD  Bond 

Loan  Repayments 

Project  Revenues 

Interest  on  Bond  Proceeds 

Total  Revenues 

Funds  Available 

Expenditures 
Water  Courts 

DNRC  Centralized  Services  Division 
Water  Resources  Division  Operations 
State  Water  Projects 

Total  Expenditures 

Funds  Available  for  Water  Development  Grants 


■  Original  E 

stiraate  - 

■  - 

-  -  Revised 

Estimate  -  - 

$ 

663; 

,100 

$  613,364 

$3,894,750 

$3,612,779 

378,478 

442,585 

1,217,098 

1,143,364 

(978,525) 

(711,532) 

574,534 

332,509 

422,210 

500,000 

192,000 

200,000 

$_ 

5_. 

,700. 

,545 

$5,519,705 

$ 

6 

,363, 

,645 

$6,133,069 

$1,129,494 

$1,129,494 

220,013 

220,013 

1,621,863 

1,621,863 

800,000 

800,000 

$(3 

,771, 

,370) 

5(3,771,370) 

I 

2^592^275_ 

$  2^^361^999 
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House  Bill  947  contains  a  prioritized  list  of  projects  authorized  by  the  legislature 
for  the  1987  biennium.  Table  2  lists  the  first  38  grants,  totaling  $2,551,600,  as  they 
were  prioritized  in   House  Bill  947. 


Table  2 
Water  Development  Projects  -  1987  Biennium 


Project 

1.  Swan  River  Youth  Camp  Sewage  Treat.  Plant 

2.  Montana  State  Prison,  Sewer  Expansion 

3.  MT  Bureau  of  Mines  &  Geology,  Groundwater  Info. 

4.  Triangle  Conserv.  Dist.,  Saline  Seep 

5.  Carbon  Conserv.  Dist.,  Willow  Stream 

6.  UM  -  Forest  &  Experiment  Station 

7.  Rosebud  Conserv.  Dist.,  Veg.  Streambank  Stabil. 

8.  Teton  County  Conserv.  Dist.,  Aquifier  Study 

9.  Ekalaka,  Water  &   Sewer  Planning 

10.  Lewis  &  Clark/Jefferson  Valley  Conserv.  Dist. 

11.  Cut  Bank  North  Glacier  Water  &  Sewer  Dist. 

12.  Seeley  Lake  Missoula  Co.  Water  Dist. 

13.  U  OF  M  Missoula  Aquifier  Study 

14.  Stillwater  Cons.  Dist.  &  Beartooth  RC&D 

15.  Greenfields  Irrigation  Dist.  New 

16.  Greenfields  Irrigation  Dist.  Old 

17.  Carbon  Conserv.  District 

18.  Antelope  Water/Sewer  District 

19.  Daniels  County  Conserv.  District. 

20.  Town  of  Cascade/Landfill  Rehab. 

21.  Sheridan  County  Water  Study 

22.  Treasure  County  Conserv.  District 

23.  Town  of  Saco 

24.  Private  Water  Users  Weed  &  Moss  Catcher 

25.  Box  Elder  Rural  Improvement  District 

26.  Sheridan  County  Reserve  Sewer  District 

27.  Pipestone  Ditch  Co. 

28.  MT  FW&P  Gartside  Dam  Repair 

29.  Butte /Silver  Bow 

30.  Deer  Lodge  Valley  Conserv.  District 

31.  Private  Water  System  Assist  Cor. 

32.  MT  FW&P  McNeil  Slough  Dam  Restoration 

33.  MT  Bureau  of  M&G  Madison  Valley  Arsenic  Study 

34.  Private  Water  Users  Assoc.  Ditch  Rehab. 

35.  MSU  Groundwater  Exploration,  of  Bozeman  Fan. 

36.  Whitefish  Water  &  Sewer  District 

37.  Meagher  County  Newlan  Creek  Dam 

38.  Private  Rural  Water  Corporation 


1987  Biennium 
Appropriation 

$444,100 
68,500 
100,000 
100,000 
68,000 
85,000 
5,500 
100,000 
17,000 
100,000 
50,000 
9,000 
100,000 
80,000 
17,000 
54,000 
19,000 
60,000 
90,000 
44,000 
75,000 
17,000 
41,800 
20,000 
28,000 
33,000 
6,000 
100,000 
82,000 
15,000 
16,700 
56,000 
44,000 
33,000 
85,000 
100,000 
100,000 
88,000 


Accumulative 
Total 

$444,100 
512,600 
612,600 
712,600 
780,600 
865,600 
871,100 
988,100 
988,100 
1,088,100 
1,135,100 
1,147,100 
1,247,100 
1,327,100 
1,344,100 
1,398,100 
1,417,100 
1,477,100 
1,567,100 
1,611,100 
1,686,100 
1,703,100 
1,744,900 
1,764,900 
1,792,900 
1,825,900 
1,831,900 
1,931,900 
2,013,900 
2,028,900 
2,045,600 
2,101,600 
2,145,600 
2,178,600 
2,263,600 
2,363,600 
2,463,600 
2,551,600 
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The  revised  estimated  revenues  available  for  water  development  grants  in  the 
1987  biennium  is  $2,361,999.  Using  the  revised  amount  the  first  35  projects  could  be 
funded.  If  the  legislature  redirects  $353,090  for  the  administration  expenses  of  the 
Engineering  Bureau,  $2,008,909  would  be  available  for  grants,  which  would  be  suffi- 
cient to  finance  the  first  28  projects. 

Administration   Charge 

The  department  is  currently  investigating  what  water  development  administrative 
charges  could  be  financed  by  the  water  users,  and  is  trying  to  determine  a  ratio  of 
water  user  costs  versus  general  public  benefits.  The  department  has  proposed  a  list 
of  items  that  could  be  charged  to  water  users.  Using  that  list,  approximately  $68,000 
of  administrative  costs  v/ould  be  charged  to  the  water  users.  The  department's  inter- 
pretation of  administrative  charges  that  could  be  billed  to  water  users  is  very 
narrow.  A  broader  look  at  the  relationship  between  agency  activities  and  water 
projects  may  yield  a  larger  amount  that  should  be  charged  to  the  users. 

If  the  department  or  the  legislature  does  establish  a  formula  to  charge  water  us- 
ers a  portion  of  the  administrative  costs,  fees  from  water  users  could  be  used  to  re- 
place general  funds.     At  least  $68,000  of  general  fund  could  be  replaced. 

Option  A:      Replace  $353,090  of  general  fund  with  water  development  funds. 

Option  B :      Replace  $68,000  of  general  fund  with  water  users  fees  and  $285,090 
general  fund  with  water  development  funds. 

ISSUE   2:      MONITORING   ENERGY   SUPPLIES   AND   DEMAND 

In  1979  the  legislature  enacted  the  Energy  Supply  Emergency  Powers  Act  with 
three  specific  legislative  intents:  (1)  establish  necessary  planning,  information 
gathering,  and  energy  emergency  powers  for  the  Governor  and  define  the  conditions 
under  which  such  powers  are  to  be  exercised;  (2)  provide  for  the  regular  monitoring 
of  energy  supplies  and  demand;  and  (3)  provide  penalties  for  vi- 
olation   of   the    act.      The    act    did    not    authorize   the    establishment    of   an   independent 
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state  energy  forecasting  program . 

In  presenting  it's  1987  biennium  budget  to  the  Natural  Resources  Appropriations 
Subcommittee,  the  Department  of  Natural  Resources  and  Conservation  identified  one  of 
the  responsibilities  of  the  Planning  and  Analysis  Bureau  of  the  Energy  Division  as 
"collecting  and  analyzing  data  on  the  supply,  distribution,  and  the  use  of  petrole- 
um  fuels  in  Montana". 

When  the  legislature  enacted  the  emergency  powers  act  in  1979  there  was  consid- 
erable anxiety  over  future  supplies  of  petroleum  products.  Since  enactment,  the  de- 
partment has  regularly  monitored  energy  supplies  and  demand.  However,  not  once 
since  1979  has  the  Governor  had  to  invoke  the  emergency  powers. 

There  also  may  exist  duplicate  services  in  the  monitoring  of  motor  fuel  consump- 
tion. Both  the  Departments  of  Revenue  and  Highways  monitor  the  use  of  motor  fuel 
in  Montana.  They  do  not  monitor  the  supply,  but,  as  mentioned  in  the  above  para- 
graph,  supply  has  not  been  a  problem  in  Montana  for  a  number  of  years. 

The  department  has  one  position  budgeted  in  fiscal  1986  to  administer  the  emer- 
gency pov/ers  act.  Table  3  details  the  estimated  costs  associated  with  the  adminis- 
tration of  the  act. 


Table  3 

Costs  of  Administering  the  Emergency  Powers  Act 

(Estimated  Appropriation  for  Fiscal  1987) 


Personal  Services  $25,643 

Operating  Expenses  1,500 

Total  Costs  and   General  Fund  $27^143 


Option  A :      Eliminate  the  funding  for  the  administration  of  the  Energy  Supply 
Emergency  Powers  Act  for  a  general  fund   savings  of  $27,143. 


C-55 


DEPARTMENT   OF   NATURAL   RESOURCES   AND   CONSERVATION 
Pag-e  7 

ISSUE   3:      MAJOR    FACILITY   SITING   BUREAU   FUNDING 

Within  DNRC's  Energy  Division  is  the  Major  Facility  Siting'  Bureau,  which  is  re- 
sponsible for  administering  two  statutes:  The  Montana  Major  Facility  Siting  Act  and 
the  Montana  Environmental  Policy  Act. 

The  Montana  Major  Facility  Siting  Act  was  enacted  by  the  legislature  in  1973, 
and  requires  that  before  a  power  or  energy  conversion  facility  can  be  constructed  or 
begin  operations,  it  must  first  receive  a  certificate  of  environmental  compatibility  and 
public  need.  With  the  exception  of  reviewing  and  evaluating  the  potential  implications 
to  the  air  and  water,  which  are  responsibilities  of  the  Department  of  Health  and  En- 
vironmental Sciences,  DNRC  is  responsible  for  all  aspects  of  administering  and  enforc- 
ing the  provisions  of  the  act.  The  Facility  Siting  Bureau  does  the  assessment  of  the 
project's  environmental  compatibility.  To  finance  the  bureau's  costs  of  administering 
the  facility  siting  act,  the  legislature  authorized  the  department  to  collect  a  "filing 
fee".  Section  75-20-215,  MCA,  which  created  the  filing  fee,  states:  "A  filing  fee 
shall  be  deposited  in  the  state  special  revenue  fund  for  the  use  of  the  department 
(DNRC)  in  administering  this  chapter."  The  section  goes  on  to  detail  the  maximum 
fees  which  the  department  can  charge  in  administering  the  act. 

The  Facility  Siting  Bureau  is  also  responsible  for  gathering  data   and  information 

necessary     to     compile     an     environmental     impact     statement     as     required     in     Section 

75-1-202,    MCA,    of  the  Montana  Environmental  Policy  Act.      That  act  requires  that: 

Each  agency  of  state  government  charged  with  the  responsibility  of  issuing 
a  lease,  permit,  contract,  license,  or  certificate  under  any  provision  of 
state  law  may  adopt  rules  prescribing  fees  which  shall  be  paid  by  a  person, 
corporation,  partnership,  firm,  association,  or  other  private  entity  when  an 
application  for  a  lease,  permit,  contract,  license,  or  certificate  will  require 
an  agency  to  compile  an  environmental  impact  statement...  The  fee  as- 
sessed under  this  part  shall  be  used  only  to  gather  data  and  information 
necessary  to  compile  an  environmental  impact  statement... 

To   meet   the   responsibilities   for   the   facility   siting   act   and   environmental   impact 

statements,    the    Facility    Siting   Bureau    has    five   permanent    positions    and,    depending 

upon   the    workload,    temporary   positions   as    needed.      To   ensure   that   the   five   perma- 
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nent  positions  are  not  put  at  risk  by  fluctuating  revenues  (filing  fees),  the  leg- 
islature has  appropriated  general  fund  to  finance  the  positions.  The  temporary  po- 
sitions are  financed  entirely  by  project  filing  fees  and  are  filled  only  when  workload 
demands. 

The  main  functions  of  the  five  permanent  positions  are  to  administer  and  enforce 
the  provisions  of  the  facility  siting  act  and  the  responsibilities  identified  in  the  en- 
vironmental policy  act.  Therefore,  when  one  of  the  permanent  positions  works  on  a 
specific  project  under  one  of  these  acts,  their  costs  are  to  be  billed  to  that  project. 
The  permanent  staff  also  provides  administration,  rule  drafting  and  updating,  and 
centerline  analyses.  The  first  two  items  are  related  to  the  facility  siting  act  and  the 
last  item  to  the  environmental  policy  act.  Because  these  functions  are  not  associated 
with  any  one  specific  project ,  the  department  has  not  tried  to  recover  associated 
costs  with  filing  fees.  However,  the  statutes  are  very  specific  that  "a  filing  fee  shall 
be  deposited  in  the  state  special  revenue  fund  for  the  use  of  the  department  in  ad- 
ministering this  chapter."  and  that  "The  revenues  derived  from  filing  fees  shall  be 
used  by  the  department  in  compiling  the  information  required  for  rendering  a  decision 
on  a  certificate  and  for  carrying  out  its  and  the  board's  other  responsibilities  under 
this  chapter  (emphasis  added)."  Rule  drafting  and  centerline  analysis  are  respon- 
sibilities of  the  department  under  the  facility  siting  law  and  therefore  may  be  funded 
with  fee  revenues. 

The  department  has  argued  that  the  five  positions  in  facility  siting  need  to  be 
funded  with  general  fund  as  a  safety  net  in  the  event  there  are  no  projects  to  charge 
their  costs  against  at  a  particular  moment.  In  reviewing  the  past  two  fiscal  years 
and  the  first  ten  months  of  fiscal  1986,  it  appears  that  there  has  been  regular  income 
from  fees,  but  very  few  projects  to  which  the  permanent  positions'  time  has  been 
charged.  Table  4  details  for  fiscal  1984,  1985,  and  the  first  ten  months  of  fiscal  1986 
the  bureau's  expenditures  and  the  funding  sources  to  which  the  expenditures  have 
been  charged.      In  each  fiscal  year,    the   general  fund  has  financed  a  larger  portion  of 
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bureau  costs  than  have  the  siting  fees.  If  the  concept  that  the  general  fund  was  on- 
ly appropriated  as  a  safety  net  were  valid,  general  fund  expenditures  should  be  very 
minimal,  with  most  of  the  costs  financed  with  siting  fees.  The  failure  to  revert  gen- 
eral fund  provided  for  the  core  staff  in  the  presence  of  substantial  fee  revenue  raises 
the  question  of  whether  the  state  should  maintain  a  core  staff. 


Table  4 
Facility  Siting  Bureau  Financing 


Funding  Source 

General  Fund 
Siting  Fees 
Other  Funds 

Total  Expended 

Percent  General  Fund 
Percent  Siting  Fees 


Fiscal  1984 

Fiscal  1985 

FY8G   (4/30-86) 

$230,309 

$203,460 

$149,144 

226,016 

176,022 

114,127 

15,881 

13,658 

12,204 

^472^206 

$393^40 

$275^475 

48.8 

51.8 

53.0 

47.9 

44.8 

40.5 

Table   5   is   a   summary   of  the   revenues   and   expenditures   of  siting  fees   from   the 
beginning  of  fiscal    1984    until   the   end   of  April,    1986.      The   table  indicates   that   both 
the  revenues  and  fund  balance  have  been  dropping  constantly  over  this  two  year  and 
ten-month  period  which  indicates  that  the  amount  of  con- 
struction requiring  environmental  reviews  may  be  dropping. 


Table  5 
Siting  Fee  Account  History 


Beginning  Balance 
Revenue 

Total  Fund  Available 

Expenses 

Prior  Year  Adjustments 

Ending  Fund  Balance 


Fiscal  1984 

$186,941 
245,307 

$432,248 

$259,617 
(    10.992) 

$161j.639_ 


Fiscal  1985 

$161,639 
192.543 

$354,182 

$180,715 
(22,211) 

1151^256 


FY86    (4/30-86) 

$151,256 
38,579 


$189,835 

$117,508 
(13,490) 

$_85^817_ 
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Table  4  indicates  that  over  the  last  two  years  and  ten  months  the  general  fund 
has  been  the  main  funding  source  of  this  bureau  instead  of  a  "safety  net",  and  table 
5  indicates  that  revenue  from  siting  fees  has  been  dropping.  The  bureau  was  orig- 
inally designed  to  be  self-supporting,  but  to  date  has  not  been.  Therefore,  does  the 
legislature  wish  to  discontinue  general  fund  support  and  direct  the  department  to 
continue  the  bureau  with  only  siting  fees  as  the  fees  become  available? 

Option  A :       Eliminate  general  fund  fvmding  for  the  Facility  Siting  Bureau,    reducing 
general  fund  expenditures  for  fiscal  1987  by  approximately  $173,000. 
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Pi  c!<-.q1     1  QQ7 

Budget  Items 

H 

ouse  Bill  500 

Governor's  Budget 

Difference 

FTE 

91.07 

87.56 

3.51 

Personal  Service 

$2,186,228 

$2,110,781 

$  75,447 

Operating  Expense 

860,462 

821,090 

39,372 

Equipment 

91,130 

90,954 

176 

Total  Operating  Costs 

$3,137,820 

$3,022,825 

$114,995 

Non-Operating  Costs 

1,290,170 

1,265,170 

25,000 

Total  Expenditures 

IlilgZiPO 

Ilig^Iiiii 

$139,995 

General  Fund 

$1,500,327 

$1,425,311 

$   75,016 

State  Special 

1,146,695 

1,089,360 

57,335 

Federal  Revenue 

1,366,346 

1,366,346 

-0- 

Proprietary  Funds 

261,750 

254,106 

7,644 

Other  Approp.    Funds 

152,872 
$4^427^990 

152,872 
$4^287^995 

-0- 

Total  Funding 

1139^.995 

ISSUES   IN   GOVERNOR'S 

BUDGET   

-----------  Fiscal 

1987 

General  Fund 

Other  Funds 

Gov.    1.      5  Percent  Cut 

A.    Centralized  Services 

$(14,263) 

$(27,777) 

B.   Plant  Indu 

stry 

$(23,695) 

$(21,856) 

C.    Agriculture  Dc 

ivelopment 

$(3,212) 

$(7,132) 

D.    Environmental 

Management 

$(33,846) 

$(8,214) 

ISSUE   GOV.    1:      5   PERCENT 

CUT 

A.  Centralized  Services 

1.  Eliminate    1    FTE    in    data    processing    and    clerical    support.       Currently 
one  full-time  and  two  part-time  positions  are  vacant. 

2.  Reduce  operating  expenses  for  weed  coordinator. 

B .  Plant   Industry 

1.       Eliminate   one   vacant   position   in   one   of  the    district   offices.      This   will 
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reduce    the     department     field    services    in    the    areas    of    horticulture, 
apiculture,   itinerant  merchants,   seed  sampling,   and  warehousing. 

C,  Agriculture  Development 

1.        Reduce  the  crop  and  livestock  operating  budget. 

D.  Environmental  Management 

1.  Eliminate  six  seasonal  biological  aides. 

2.  The  Integrated  Pest  Management  Program  will  be  eliminated.  This 
program  was  designed  to  find  natural  remedies  to  pest  problems.  In 
addition,  grasshopper  surveillance  and  other  insect  surveys  will  be 
reduced. 
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Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

%  Change 

Budget  Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

97.77 

97.34 

91.07 

91.07 

(6.27) 

Personal  Service 

$2,017,053 

$2,051,369 

$2,215,050 

$2,300,922 

12.2 

Operating  Expense 

705,538 

767,495 

853,871 

860,462 

12.1 

Equipment 

114,203 

111,973 

153,538 

91,130 

(18.6) 

Total  Operating  Costs 

$2,836,794 

$2,930,837 

$3,222,459 

$3,252,514 

11.0 

Mon-Operating  Costs 

937,993 

1,416,321 

1,267,599 

1,290,170 

(8.9) 

Total  Expenditures 

|3^Z74^787 

$4^347^158 

$1^,490^058 

14^542^684 

__4^5_ 

Fund  Source 

General  Fund 

$1,514,204 

$1,573,681 

$1,536,386 

$1,571,572 

(0.1) 

State  Special 

467,608 

412,932 

1,123,175 

1,166,226 

182.4 

Federal  Revenue 

1,494,708 

1,577,353 

1,418,603 

1,378,253 

(12.6) 

Other  Funds 

217,875 

667,580 

262,953 

264,864 

(60.3) 

Proprietary 

80,392 

115,612 

148,941 

161,769 

39.9 

Total  Funds 

$3,774^787 

$4^347^158 

$4^490^058 

$4^542^684 

__4.5_ 

T<?9TTF<^               -    - 

■ci^^^i    ^l 

\on 

riouai    ±;70( 

General  Fund        Other  Funds 

Added  General  Fund  R 

evenue 

1 .   Plant  Industries  Inspection  and  Licensing  Fees 

Option  A. 

$ 

57,493 

-0- 

Option  B . 

] 

L14,986 

-0- 

Option  C. 

229,972 

-0- 

Option  D. 

110,777 

-0- 

2.   Pesticide  License  & 

Product  Registration  Fees 

Option  Al. 

163,096 

-0- 

Option  A2. 

293,643 

-0- 

Option  A3, 

326,268 

-0- 

Option  B . 

293,256 

-0- 

The  Department  of  Agriculture  consists  of  four  divisions:  Centralized  Services, 
Environmental  Management,  Plant  Industry,  and  Agriculture  Development.  The 
department  also  administers  the  Hail  Insurance  Unit  and  the  Wheat  Research  and 
Marketing  Program.  General  fund  provides  34  percent  of  the  funding  for  the 
Department  of  Agriculture  in  the  1987  biennium. 
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ISSUE   1:      PLANT   INDUSTRIES   INSPECTION   AND   LICENSING   FEES 

There  are  a  number  of  inspection  and  licensing  services  which  are  provided  by 
the  Plant  Industries  Division.  The  fees  collected  for  these  services  are  deposited  into 
the  general  fund.  In  reviewing  the  fees,  it  was  discovered  that  most  of  the  fee  rates 
have  not  been  changed  for  five  years  and  some  rates  haven't  been  changed  since  the 
mid-1930's.  Within  the  Plant  Industries  Division  budget  are  13.4  FTE  identified  as 
agricultural  inspectors  or  agricultural  inspection  technicians.  The  fiscal  1987  personal 
services  budget  for  those  positions  is  $304,308  before  pay  plan  increases.  The 
operating  expenses  are  approximately  $51,000.  Therefore,  the  cost  of  inspecting  and 
licensing  produce  is  approximately  $366,000  per  year.  As  will  be  shown  later,  fees 
produced  only  $229,971  in  fiscal  1985  which  is  approximately  64  percent  of  costs.  If 
the  legislature  increased  the  fees  60  percent,  the  fees  would  cover  the  costs  of 
licensing  and  inspecting. 

There  are  18  fees  collected  as  a  result  of  the  activities  of  the  Plant  Industries 
Division.  Some  of  the  fee  rates  are  set  by  statute  and  some  are  set  by  department 
rule.  Table  1  details  the  name  of  the  fee,  the  amount  of  fee  collected  in  fiscal  1985, 
the  current  rate  of  the  fee,   and  the  date  the  fee  was  last  increased. 
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Table  1 

Plant 

Industry  Fees 

Fiscal  1985 

Statute 

Last  Fee 

Current 

Name 

Revenues 

Reference 

Increase 

Fee 

Produce  Inspection 

$   92,818 

Rule 

1980 

$.025  to  $20 

Flour  Inspection 

2,436 

Contract  With 

Federal  Gov't. 

1985 

$ll/Hour 

Bean  Warehouse  Insp. 

1,209 

Rule 

1981 

$7/Hr.   +  $7.50 

Phyto  Sanitary  Insp. 

3,364 

Rule 

1980 

$3  -  $15 

Potato  &   Cherry  Insp. 

49,933 

Rule 

1980 

$20  to  $45 

Produce  Tags 

197 

Rule 

1980 

30/Tag 

Public  Warehouseman  Lie. 

15,150 

80-4-503 

1983 

$25  to  $150 

Commodity  Dealers  Lie. 

29,170 

80-4-602 

1983 

$25  to  $150 

Agricultural  Seed  Lie. 

9,016 

80-5-203 

1977 

Up  to  $20 

Class  A  Nursery  Lie. 

5,495 

80-7-102 

1979 

$30 

Class  B   Nursery  Lie. 

2,100 

80-7-102 

1979 

$20 

Class  C  Nursery  Lie. 

2,215 

80-7-102 

1979 

$10 

Bee  Colony  Registration 

8,346 

80-6-105 

1979 

$5   to  $150 

Wholesalers  Lie. 

4,150 

80-3-601 

1935 

$100 

Itinerant  Merchant 

2,950 

80-3-704 

1935 

$100 

Permit  of  Exemption 

18 

80-3-701 

1935 

$100 

Apiculture  General 

933 

80-6-202 

1979 

$20 

Certified  Potato  Reimb. 

472 

Rule 

1980 

$3   to  $20 

Total 

$229^971 

Table  2  on  the  next  page  itemizes  several  potential  fee  increase  percentages  that 
the  legislature  may  want  to  consider.  The  last  column  represents  the  revenue  that 
would  be  produced  if  all  the  fees  were  raised  according  to  the  growth  in  the 
Consumer  Price  Index  (1987  est.).  The  fees  which  haven't  been  increased  since  1935 
would  increase  400  percent.  Since  some  of  the  fees  are  sot  in  administrative  rule, 
the  legislature  could  either  direct  the  department  to  raise  the  fees  or  put  the  lees  in 
statute. 

Option  A:    Raise  the  fees  25  percent  increasing  general  fund  revenue  by  $57,493. 

Option  B :    Raise  the  fees  50  percent  increasing  general  fund  revenue  by  $114,986. 

Option  C :    Raise  the  fees   100  percent  increasing  general  fund  revenue  by  $229,972. 
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Option  D:      Raise  the  fees  to  reflect  the  growth  in  the  Consumer  Price  Index 
increasing  general  fund  revenue  by  $110,777. 


Table  2 

Plant   Indu.r.tries  Fees 

Potential  Increases  25%,    50%,    100%  CPI 


Option  A 

Option  B 

Option  C 

Option  D 

Percentage 

Current 

25% 

50'><, 

100% 

CPI 

Increase  For 

Name 

Fees 

Increase 

Increase 

Increase 

Increase 

Option  D 

Produce  Inspection 

$  92,818 

5116,022 

$139,226 

3185,635 

$128,506 

38 

Flour  Inspection 

2,436 

3,045 

3,654 

4,873 

2,587 

6 

Bean  Warehouse  Insp. 

1,209 

1,511 

1,814 

2,418 

1,674 

38 

Phyto  Sanitary  Insp. 

3,364 

4,205 

5,046 

6,728 

4,658 

38 

Potato  &  Cherry  Insp. 

49,933 

62,416 

74,899 

99,866 

69,132 

38 

Produce  Tags 

197 

246 

296 

394 

273 

38 

Public  Warehouseman  Lie. 

15,150 

18,938 

22,725 

30 , 300 

17,348 

15 

Commodity  Dealers  Lie. 

29,170 

36,463 

43,755 

58,340 

33,403 

15 

Agricultural  Seed  Lie. 

9,016 

11,270 

13,524 

18,033 

16,974 

38 

Class  A  Nursery  Lie. 

5,495 

6,869 

8,243 

10,990 

8,637 

57 

Class  B  Nursery  Lie. 

2,100 

2,625 

3,150 

4,200 

3,301 

57 

Class  C  Nursery  Lie. 

2,215 

2,769 

3,323 

4,430 

3,428 

57 

Bee  Colony  Registration 

8,346 

10,432 

12,518 

16,691 

13,117 

57 

Wholesalers  Lie. 

4,150 

5,188 

6,225 

8,300 

20,750 

400 

Itinerant  Merchant 

2,950 

3,688 

4,425 

5,900 

14,750 

400 

Permit  of  Exemption 

18 

23 

27 

36 

90 

400 

Apiculture  General 

933 

1,166 

1,399 

1,865 

1,466 

57 

Certified  Potato  Reimb. 

472 

590 

708 

944 

654 

38 

Total 

$229^971 

$287^466 

$344^57 

$459j^943 

$340^^748 

_48 

ISSUE   2:      PESTICIDE   LICENSE   AND   PRODUCT   REGISTRATION   FEES 

The  Environmental  IVIanagement  Bureau  budget  for  fiscal  1986  is  $1,139,872  of 
which  $710,701  is  general  fund.  The  fees  from  licensing  pesticides  and  pesticide 
applicators,  which  are  deposited  to  the  general  fund,  will  generate  approximately 
$326,300  in  fiscal  1986.  The  bureau  is  responsible  for  administering  several  acts  but 
the  primary  responsibility  is  to  administer  and  enforce  the  Montana  Pesticides  Act, 
Title  80,  Chapter  6,  Sections  80-8-101  through  80-8-306.  The  purpose  of  that  Act  is 
defined  in  section  80-8-103  which  states: 
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The  control  of  pesticides  and  their  use  is  essential  for  the  protection  of 
man  and  his  environment.  Pesticides  are  currently  considered  valuable  and 
necessary  to  provide  sufficient  quantity  of  quality  foods  and  for  the  pro- 
tection of  humans  from  vectorborne  diseases.  However,  the  protection  of 
man  and  his  essential  needs — water,  air,  food,  animals,  vegetation, 
pollinating  insects ,  and  shelter  from  pesticides  which  are  potentially  dan- 
gerous— is  in  the  public  interest  now  and  in  the  future.  Therefore,  it  is 
deemed  necessary  to  provide  for  the  control  of  pesticides. 

There  are  five  major  components  of  the  bureau  which  receive  general  fund. 
Table  3  details  the  fiscal  1986  general  fund  of  each  of  the  five  components,  the  per- 
centage of  each  component's  activities  related  directly  to  pesticide  management,  and 
the  resulting  portion  of  each  component's  budget  related  to  pesticide  management. 
Table  3  indicates  a  total  general  fund  cost  attributable  to  pesticide  management  of 
$605,000.  Therefore,  the  pesticide  fees  of  $326,300  in  fiscal  1986  are  paying  only  54 
percent  of  the  cost  of  administering  their  use. 

Table  3 
Environmental  Management  Bureau's  Fiscal  1986  Budget  for  Pesticide  Management 


Division  Component 

Environmental  Management 

Administration 
Field   Support 
Laboratory 
Technical  Services 
Rodent  Control 

Total 


%  of 

Activities 

Amount  of  Budget 

Fiscal  1986 

Related  to 

Pest- 

Related  to  Pest- 

Budget 

icide 

Management 

icide 

Management 

$160,530 

90 

$144,500 

190,633 

100 

190,600 

105,011 

100 

105,000 

187,802 

70 

131,500 

66,725 

50 

33,400 

$710^701 


$605^000 


Currently,    the   state   does   charge   fees  which   relate   to  the  cost   of  administering 

pesticides   in    Montana.      Table   4    details   the  pesticide   related    fees    that    are    currently 

being    collected,    the    amounts    collected    for  fiscal    1984    and    1985,    and    projected    for 
fiscal  1986. 
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Table  4 
Pesticide  License  and  Product  Regristration  Fees 


Name  Fee 

Governmental  Dealer  License  50.00 
Governmental  Applicators  License     50.00 

Private  Applicators  License  15.00 

Pesticide  Dealer  License  35.00 

Pesticide  Operator  License  10.00 

Pesticide  Applicator  License  35.00 

Pesticide  Product  Registration  50.00 


Fiscal  1984 

Fiscal  1985 

Fiscal  1986 

Collections 

Collections 

Collections 

$      1,980 

$     1,950 

$     1,945 

8,430 

9,350 

8,405 

10,146 

17,475 

30,683 

17,245 

16,380 

14,660 

4,450 

6,100 

4,455 

25,780 

25,550 

21,740 

199,435 

217,650 

244,380 

$267^466 

$294^455 

$326^268 

The  pesticide  product  registration  fee  is  paid  by  the  manufacturer  for  the  legal 
use  of  a  particular  pesticide  in  Montana.  There  is  only  one  manufacturer  headquar- 
tered in  Montana  and  that  is  Falls  Chemical  in  Billings.  They  have  registered  15 
products  in  Montana.  Therefore,  of  the  over  4,000  registered  pesticides  in  Montana 
only  15  are  produced  here. 

The  Pesticide  Registration  and  Licensing  Act  was  enacted  in  1971.  The  pesticide 
product  registration  fee  (which  accounts  for  74  percent  of  the  revenues)  was  $10.00 
in  1971.  The  fee  was  raised  to  $15.00  in  1979  and  to  the  present  level  of  $50.00  in 
1983.  The  fees  were  increased  233  percent  in  1983  but  fees  still  only  recover  54 
percent  of  the  bureau's  general  fund  costs  related  to  pesticide  management. 

Table  5  presents  a  number  of  percentage  increase  options  in  the  current  fee 
schedule  which  would  provide  greater  revenues  to  the  general  fund.  Pesticide  fee 
revenue  would  have  to  increase  85  percent  to  finance  the  fiscal  1987  Environmental 
Management  Bureau's  budget  before  pay  plan  increases. 
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Table  5 
Pesticide  License  Fees  at  50,   90,   and  100  Percent  Increases 


Name  of  Fee 

Gov.   Dealer  License 
Gov,   Applicators  Lie. 
Private  Applicators  Lie. 
Pesticide  Dealers  Lie. 
Pesticide  Operators  Lie, 
Pesticide  Applic.    Lie. 
Pesticide  Prod.   Lie. 

Name  of  Fee 

Gov.   Dealer  License 
Gov.   Applicators  Lie. 
Private  Applicators  Lie. 
Pesticide  Dealers  Lie. 
Pesticide  Operators  Lie. 
Pesticide  Applic.   Lie. 
Pesticide  Prod.   Lie. 

Total 


Current 

50%  Fee 

90%  Fee 

100%  Fee 

Fee 

Increase 

Increase 

Increase 

$50 

$75.00 

$95.00 

$100.00 

50 

75.00 

95.00 

100.00 

15 

22.50 

28.50 

30.00 

35 

52.50 

66.50 

70.00 

10 

15.00 

19.00 

20.00 

35 

52.50 

66.50 

70.00 

50 

75.00 

95.00 

100.00 

Revenues 

Revenues 

Revenues 

Revenues 

$  1,945 

$  2,918 

$  3,696 

$  3,890 

8,405 

12,608 

15,970 

16,810 

30,683 

46,025 

58,298 

61,366 

14,660 

21,950 

27,854 

29,320 

4,455 

6,683 

8,465 

8,910 

21,740 

32,610 

41,306 

43,480 

244,380 

366,570 

464,322 

488,760 

1326^268 

$489^364 

$619^911 

$652^536 

Option  A:      Increase  pesticide  license  fees: 

1)  50  percent;   increasing  general  fund  revenue  by  $163,096. 

2)  90  percent;   increasing  general  fund  revenue  by  $293,643. 

3)  100  percent;  increasing  general  fund  revenue  bj^  $326,268. 
Option  B :      Increase  the  pesticide  product  fee  only.     The  state  of  Montana  imports 

most  of  the  pesticides  used  in  this  state  and  therefore  there  would  be 
very  few  Montana  businesses  financially  injured  by  an  increase  in  the 
pesticide  product  fees.  If  the  pesticide  product  fee  was  increased 
from  the  current  level  of  $50  to  $110,  the  general  fund  would  net  an 
increase  of  $293,256.  This  option  assumes  that  all  of  the  pesticide 
products  are  reregistered. 
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Budget  Items 

FTE 

Personal  Service 
Operating  Expense 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


House  Bill  500 

275.10 

$   7,417,252 

6,460,533 

52,605 

$13,930,390 
40,423,475 

154^353^865 


-   Fiscal  1987 ■ 

Governor's  Budget 

272.35 

$   7,278,461 

5,987,441 

27,070 

$13,292,972 
38,204,617 

$51^497^589 


Difference 

2.75 

$  138,791 

473,092 

25,535 

$   637,418 
2,218,858 

$2^856^276 


General  Fund 
State  Special 
Federal  Revenue 
Proprietary 

Total  Funding 


$  8,622,410 

24,233,129 

17,885,900 

3,612,426 

$54^353^865 


$  8,194,799 

21,985,084 

17,885,900 

3,431,806 

$51^497^589 


$      427,611 
2,248,045 
-0- 
180,620 

$2^856^276 


ISSUES   IN   GOVERNOR'S   BUDGET 


B. 
C, 
D, 
E. 


I. 

J. 
K. 
L. 

M. 
N. 


Support 


Gov.    1.      5  Percent   Cut 

A.  Business  Reg.    &   Lie. 
Weight   &   Measures 
Milk  Control 
Building  Codes 
P.O.L. 

F.  Financial  Division 

G.  Aeronautics 
H.  Transportation 

Business  Assistance 
Montana  Promotion 
Local  Government  Assistance 
Local  Government  Audit 
Local  Government   Systems 
Economic  Analysis 
O.  Indian  Affairs  Coordinator 
P.   Health  Facilities  Coordinator 
Q.  Economic  Development   Board 
R.  Science  and  Technology 
S.   Board  of  Housing 
T.  Director /Management   Services 
U.  Legal 
Gov.    2.      Transfer  Coal  Board  Grant   Funds 


Fiscal  1987 

General  Fund  Other  Funds 


$(250) 

$(3,505) 

$(21,734) 

-0-- 

-0- 

$(13,729) 

-0- 

$(57,120) 

-0- 

$(100,877) 

-0- 

$(37,903) 

-0- 

$(33,865) 

$(20,980) 

$(3,750) 

$(35,918) 

-0- 

$(62,198) 

-0- 

$(10,106) 

$(171,406) 

$(4,387) 

$(44,586) 

$(237,000) 

$(806,343) 

$(13,799) 

-0- 

$(5,339) 

-0- 

-0- 

$(6,334) 

$(9,377) 

$(9,577) 

-0- 

$(36,390) 

-0- 

$(62,699) 

$(87) 

$(32,341) 

$(6,436) 

$(8,240) 

-0- 

$(1,650,000)* 

*$650,000  redirected  from  fiscal  1986 
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ISSUE   GOV.    1:      5   PERCENT   CUT 

A.  Business  Regulation  and  License  Support:      Reduce  contract  services,    commu- 
nication,   and  travel  -  $3,755. 

B.  Weights  and  Measures:  Eliminate  1,5  FTE  inspector  positions.  One  posi- 
tion is  currently  vacant  -  $21,734. 

C.  Milk  Control:  General  program  reductions,  largely  ($6,482)  in  travel  - 
$13,729. 

D.  Building  Codes:  Reduce  travel,  personal,  and  contract  services.  All 
funds  reduced  are  state  special  revenue  funds  financed  by  fees  charged  to 
building,   electrical,   and  plumbing  contractors  -   $57,120. 

E.  Professional  Occupational  Licensing:  Eliminate  temporary  help  during  peak 
registration     periods;    reduce  board  travel  -   $100,877. 

F.  Financial:  Eliminate  one  bank  examiner.  The  division  currently  has 
4.5  positions  vacant  -   $37,903. 

G.  Aeronautics:  Aeronautics  Board  would  hold  five  meetings  instead  of  six; 
defer  equipment  purchases.  Appropriated  fund  reductions  are  Aeronautics 
State  Special  Revenue  derived  primarily  from  aviation  fuel  tax  and  the  V/est 
Yellowstone  airport  proprietary  fund  -  $33,865. 

H.  Transportation:  Reduce  funds  passed-through  to  local  governments  - 
$3,750;  reduce  travel  -  $12,344;  reduce  contract  services  -  $6,300;  other 
reduction  -  $2,336. 

I.        Business  Assistance:      Reduce  the  "Made  in  Montana"  promotion;   reduce  busi- 
ness   location    advertising    25    percent;     discontinue    the    contract    with    the 
49th   Parallel   Institute.      The    Institute   is    currently    studying   the   impact    of 
freer  vs.   restricted  trade  with  Canada  -  $35,918. 

J.       Montana  Promotion:      General     administrative     reductions;     reduce  trade  mag- 
azine advertising;   reduce  the  number  of  publications  printed  by  50,000;   red- 
uce the  exhibits  and     advertising  for  group     travel  promotion;      reduce  from 
seven  to  four  the  number  of  publicity  familiarization  tours;    reduce  consumer 
sport  travel  and  ski  shows  from  nine  to  four;   reduce  summer  magazine  adver- 
tising by  four  ads  -  $62,198. 

K.  Local  Government  Assistance:  Reduce  travel  and  eliminate  spring  workshop 
on  capital  facilities  planning;  reduce  the  Coal  Board's  contract  services  for 
the  review  of  grant  applications.  No  reduction  is  taken  from  hard  rock 
mining  board  -  $181,512. 

L.  Local  Government  Audit:  Eliminate  18  audits  of  medium  sized  local  gov- 
ernment units.  Local  governments  units  will  have  to  contract  with  private 
firms  for  the  audits  -  $48,973. 

M.  Local  Government  Systems:  Reduce  the  amount  of  coal  tax  distributed  to 
counties  for  planning  by  $40,072;  reduce  the  Local  Government  Block  Grant 
distribution  ($75,000  general  fund,  $794,150  local  block  grant  funds); 
reduce  district  court  reimbursements   ($157,644   general  fund)   -  $1,043,343. 
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N.  Economic  Analysis:  The  Governor's  Council  on  Economic  Development  will 
be  able  to  function  the  equivalent  of  one-half  year;  economic  analysis 
functions  related  to  computer  processing  will  be  halted;  travel  will  be 
reduced  -  $13,799. 

O.  Indian  Affairs  Coordinator:  Keep  the  secretarial  positions  vacant  for  the 
first  3  months  of  fiscal  1987   -  $5,339. 

P.  Health  Facilities  Authority:  Reduce  quality  and  frequency  of  the  Autho- 
rity's newsletter;  reduce  attorney  contract  which  provides  help  to  structure 
and  close  loans  and  bond  and  note  issues;    reduce  travel  -  $6,334. 

Q.  Economic  Development  Board:  Delay  hiring  a  loan  officer  and  reduce 
travel  -  $18,954. 

R.  Science  and  Technology:  Reduce  grants.  This  program  is  funded  with 
Alternative  Energy  funds  -  $36,390. 

S.  Board  of  Housing:  Reduce  the  costs  associated  with  mortgage  pools. 
This  board  is  funded  v/ith  Board  of  Housing  funds  -  $62,699. 

T.  Director /r.lanagement  Services:  Eliminate  a  programmer /analyst  position 
paid  from  Centralized  Services  revolving  fund;  redvice  $87  of  the  County 
Printing  Board's  general  fund  -  $32,428. 

U.       Legal:      Reduce  operating  costs  -  $14,676. 

ISSUE   GOV.    2:      REDIRECT   COAL   SEVERANCE   TAX   TO   GENERAL   FUND 

The  executive  has  proposed  that  $1,650,000  of  Coal  Severance  Tax  originally  al- 
located to  the  Coal  Board  for  local  grants  be  redirected  to  the  general  fund.  The 
$1,650,000  is  made  up  of  two  parts:  1)  $650,000  from  fiscal  1986  Coal  Board  allo- 
cation of  coal  severance  tax,  and  2)  $1,000,000  from  fiscal  1987  allocation.  Table  1 
details  the  Office  of  the  Legislative  Fiscal  Analyst's  May  27,  1985  estimate  of  revenue 
to  the  Coal  Board  and  the  most  recent  expenditure  information  from  the  Coal  Board. 
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Table  1 

Coal  Board  Revenues  and  Expenditures 

1987   Biennium 


Beginning  Balance 

LFA  Projected  Revenues 

Total  Funds  Available 

Disbursements 

Administration,    Coal  Board 

Grant  Commitments 

Proposed  Cen.    Fund  Transfer 

Total  Disbursements 

Uncommitted  Balance 

Four  Grants  to  be  Considered 
at  Coal  Board  6/7/86  Meeting 

Year-end  Balance  if  all  Four 
Grants  are  Approved 


Fiscal  1986 

Fiscal  1987 

-0- 

$     (73.141) 

2,525,672 

2,199,275 

$2,525,672 

$2,126,134 

$197, 

,109 

$      185, 

,440 

945, 

,567 

712, 

,650 

650, 

,000 

1,792,676 
$      732,996 

1,000 

,000 

1,898,090 
$      228,044 

806,137 


I__i73^141i 


$__228^044 


The  executive's  proposed  transfer  of  coal  severance  tax  revenues  to  the  general 
fund  can  be  found  in  the  row  entitled  "Proposed  General  Fund  Transfer."  At  its 
June  meeting  the  Coal  Board  may  commit  up  to  an  additional  $806,137.  If  the  Coal 
Board  does  not  commit  a  part  or  all  of  the  $806,137,  the  legislature  could  consider  re- 
directing the  funds  to  the  general  fund.  In  addition,  the  projected  year  end  fund 
balance  of  $228,044  could  be  transferred  to  the  general  fund. 
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Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

%  Change 

1984 

1985 

1986 

1987 

FY85-FY87 

260.63 

265.33 

276.60 

277.10 

11.77 

$   6,286,860 

$  6,861,690 

$  7,586,203 

$   7,849,740 

14.4 

5,297,680 

6,101,347 

6,716,000 

6,517,533 

6.8 

184,979 

187,393 

338,794 

52,605 

(71.9) 

$11,769,519 

$13,150,430 

$14,640,997 

$14,419,878 

9.7 

35,990,028 

38,857,043 

48,552,364 

41,318,275 

6.3 

$47,759,547 

$52,007,473 

$63,193,361 

$55,738,153 

7.2 

-0- 

-0- 

-0- 

9,751,272 
$65^489^425 



$47^759^547 

$52^007^473 

$63^193^361 

_25^9_ 

Budget  Item 

FTE 

Personal  Service 
Operating  Expense 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Appropriated  Expend. 
Supplemental  Expend. 

Total  Expenditures 

Fund  Source 

Appropriated  Gen.    Fund  $  9,479,624  $   6,779,551  $10,076,627   $  8,720,097 

Supplemental  Gen.    Fund  -0-  -0-  -0-            9,751,272 

State  Special  26,959,074  28,730,281  26,581,119     25,398,955 

Federal  Revenue  9,151,281  10,319,865  22,885,284     17,901,038 

Proprietary  2,169,568  3,668,109  3,650,331        3,718,063 

Other  Funds  -0-  2,509,667  -0-                    -0- 


28.6 

(11.6) 
73.5 
1.4 


Total  Funds 


$47^.759^547      $52^.007^.473     $63^.193^361   $65^.489^.425 
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SUPPLEMENTAL 


Fiscal  1987 


6.    Local  Government  Block  Grant 
Program   Reductions 

Option  A:    Fund  program  deficit   with  vehicle  fees 
Option  B :    Fund  program  deficit  and  replace 
general  fund  with  vehicle  fees 
Increase  General  Fund  Revenue 

Option   C:    Fund  program   deficit,    replace  general 
fund,    and  replace  oil  severance  tax 
with  vehicle  fees 
Option  D:    Return  program  to  property  tax  funding 


General  Fund 

$(9,751,272) 
$(11,251,272) 


$8,477,144 
$5,623,194 


Other  Funds 

$9,751,272 
$11,251,272 


$18,228,386 
-0- 


ISSUES 


Increases  in  General  Fund  Revenues 

1.    Weights   &   Measures  Bureau  Revenues 

Option  A:    Increase  license  fees  50  percent 
Option  B:    Increase  license  fees  70  percent 
Option   C:    Increase  license  fees   100  percent 
Option  D:    Increase  license  fees   125  percent 


Fiscal  1987 

General  Fund         Other  Funds 


$104,317 
$146,042 
$208,632 
$260,791 


-0- 
-0- 
-0- 
-0- 
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ISSUES   -   Continued Fiscal  1987 

Program  Reductions 

2 .  Weights   &  Measures  Bureau  Expenditures 

Option  A:    Reduce  inspections  to  every  other  year 
Option  B :    Inspect  on  complaint  only 

3.  Coal  Board 

Option  A:    Redirect   1987  allocation  to  General  Fund 
Option  B:    Option  A  less  $712,650  committed  to  grants 

4.  Montana  Promotion   Division 

Option  A:    Eliminate  program 

Option  B :    Eliminate  all  but  response  to  requests 

5.  Business  Assistance  Division 

Option  A:    Eliminate  program 

Option  B:    Eliminate  all  but  Business  Dev.    Assist. 
7.    Science  and  Technology  Program 

Option  A:    Discontinue  program  in  fiscal  1987 
Option  B:    Discontinue  grants  in  fiscal  1987 


$(147,528) 
$(243,623) 

-0- 
s            -0- 

$(2,199,275) 
$(1,295,556) 

$(1,243,964) 
$(961,491) 

-0- 
-0- 

$(730,858) 
$(582,312) 

-0- 
-0- 

-0- 
-0- 

$(800,000) 
$(660,000) 

Supplemental  Expenditure 

The  funding  for  the  Local  Block  Grant  Program  is  estimated  to  be  $9,751,272 
short  for  fiscal  1987.  For  detailed  information  about  the  shortfall  please  refer  to 
Issue  6. 

The  Department  of  Commerce  encompasses  regulatory  programs,  programs  of  local 
assistance,  and  programs  designed  to  promote  economic  growth  and  development. 
Regulatory  programs  include  Weights  and  Measures,  Milk  Control,  Financial,  Aeronau- 
tics, Building  Codes,  and  Professional  and  Occupational  Licensing,  Programs  of  local 
assistance  are  Community  Development,  Hard  Rock  Impact,  Coal  Board,  Local  Govern- 
ment Block  Grant,  Indian  Affairs  Coordinator,  Accounting  and  Management  Systems, 
and  Local  Government  Audit.  Programs  promoting  economic  development  are  Business 
Assistance,  Bonding  Authority,  Montana  Promotion,  Transportation,  Housing,  and 
Economic  Policy  and  Research. 

Major  changes  in  the  fiscal  1987  budget  compared  with  fiscal  1985  expenditures 
include:  1)  appropriation  of  $3,152,877  of  general  fund  for  district  court  grants;  2) 
appropriation  of  $1,100,000  (alternative  energy  funds)  and  2  FTE  for  science /»nd 
technology   grants;    3)   an   increase  in   the   registration   fee  on   light   vehicles   from   $1.50 
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to  $7.50,  which  raised  an  additional  $2.21  million  of  restricted  revenues  for  local 
government  block  grants;  4)  a  reduction  in  the  Coal  Board  allocation  of  coal 
severance  tax  revenues  by  $5.0  million;  5)  the  addition  of  two  bank  examiners;  6)  the 
addition  of  two  positions  and  $2,734,586  (biennium  amount)  of  federal  funds  for  a 
federal  program  to  rehabilitate  low  income  housing;  and  7)  the  addition  of  four 
positions  in  the  Bonding  Authority  Program. 

ISSUE   1:      WEIGHTS   AND   MEASURES   BUREAU   REVENUES 

The  legislature  appropriated  $465,712  of  general  fund  in  fiscal  1986  for  the 
operations  of  the  Department  of  Commerce  Weights  and  Measures  Bureau.  The 
bureau,  through  the  licensing  of  weighing  scales  and  petroleum  devices,  earns 
revenue  for  the  general  fund.  It  is  estimated  the  bureau  will  earn  approximately 
$208,600  for  the  general  fund  in  fiscal  1986.  The  difference  between  the  licensing 
revenues  of  $208,600  and  the  bureau's  general  fund  appropriation  of  $465,712  is 
$257,112.  Therefore,  the  license  fees  are  financing  only  44.8  percent  of  the  cost  of 
the  bureau. 

Current   Situation 

The  licensing  and  enforcement  function  of  weights  and  measures  is  currently 
being  managed  by  the  Bureau  of  Weights  and  Measures  which  is  located  within  the 
Department  of  Commerce.  The  bureau  has  12  FTE  to  carry  out  its  licensing  and  en- 
forcing responsibilities.      Table  1  lists  the  FTE  and  their  location  in  Montana. 
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Table  1 
Bureau  of  Weights  and  Measures  FTE 


Number  of  Positions 


Title 

Regulatory  Program  Manager 

Assistant  Administrator 

Metrologist 

Equipment   &  Instrument  Repairman 

Inspector 

Inspector 

Inspector 

Inspector   (1   propane  inspector) 

Inspector 

Inspector 

Secretary 


Location 

Helena 

Helena 

Helena 

Helena 

Helena 

Great   Falls 

Missoula 

Billings 

Havre 

Glendive 

Helena 


The    budget    for    the    bureau,    as    appropriated    for    fiscal    1986,    is    detailed    in    ta- 


ble 2, 


Table  2 
Bureau  of  Weights  and  Measures  Fiscal  1986  Budget 


Fiscal  1986  Budget  - 


Personal  Expenses 

Salaries 

$252,156 

Benefits 

55,193 

Subtotal  Personal  Expenses 

$307,349 

Operating  Expenses 

Contracted   Services 

13,800 

Supplies  and  Materials 

27,170 

Communications 

7,591 

Travel 

30,743 

Rent 

9,519 

Utilities 

1,570 

Repairs  and  Maintenance 

14,000 

Other  Expenses 

29,212 

Subtotal  Operating  Expenses 

133,605 

Equipment 

24,758 

Total  Appropriation 

IIMi^l 

Funding  Source 

General  Fund 

||giiIU 
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The  program  goals  of  the  bureau,  as  presented  to  the  Natural  Resources  Appro- 
priation Subcommittee  during  the  49th  Legislative  Session,   are  as  follows: 

The  Weights  and  Measures  Bureau  is  responsible  for  licensing, 
inspecting  and  testing  all  weighing  and  measuring  devices  and  the 
calibration  of  all  weights  and  measures;  also  enforce  laws  and 
regulations  relating  to  quantity  control  of  prepackaged  products. 

Within  statute  there  are  five  major  responsibilities  of  the  division: 

1.  Section  30-12-203  Licensing  of  weighing  devices:  Each  year 
persons  who  own  a  weighing  device  must  license  that  weigh- 
ing device  with  the  Department  of  Commerce.  This  section 
also  states  that  the  weighing  device  should  be  inspected  at 
least  once  a  year. 

2.  Section  30-12-205(2)  General  testing:  The  department, 
within  a  12-month  period  or  less  frequently  if  in  accordance 
with  a  schedule  issued  by  it,  and  as  often  as  it  considers 
necessary,  shall  inspect  and  test,  to  ascertain  if  they  are 
correct,   all  weights  and  measures  commercially  used. 

3.  Section  30-12-207  Inspection  of  packages:  The  department 
shall  from  time  to  time  weigh  or  measure  and  inspect 
packages  of  amounts  of  commodities  kept,  offered,  or 
exposed  for  sale,  sold,  or  in  the  process  of  delivery  to 
determine  whether  they  contain  the  amounts  represented  and 
whether  they  be  kept,  offered,  or  exposed  for  sale  or  sold 
in  accordance  with  law. 

4.  Section  82-15-105  Licenses  and  fees:  All  petroleum  dealers 
or  liquefied  petroleum  dealers  must  license  their  petroleum 
measuring  devices  annually  with  the  department. 

5.  Section  82-15-107  through  109:  The  department  must 
approve,  calibrate,  and  seal  all  metering  devices  through 
which  petroleum  products  are  measured. 

The  bureau  has  seven  field  inspectors  and  one  metrologist  placed  in  six  locations 
around  the  state.  These  inspectors  attempt  to  visit  every  licensed  weighing  device 
and  petroleum  metering  device  once  a  year  to  make  sure  that  the  device  is  weighing 
and  or  measuring  accurately.  The  field  inspectors  also  check  the  device's  license  to 
ensure  that  it  is  current  and  the  right  license  for  that  type  of  device. 

The  bureau  also  proAddes  the  public  with  an  impartial  appraisal  of  whether  or 
not  the  items  they  are  purchasing  contain  the  contents  and  the  weight  as  stated  on 
the  label.      Because   of  staff  size,    the   bureau   has   only   been    checrking  on   the   content 
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of  packaged  items  on  a  complaint  basis.  If  a  consumer  feels  that  an  item  they 
purchased  is  less  than  what  the  label  states  and  they  petition  the  bureau  to 
investigate,  the  bureau  will  sample  the  item.  Therefore,  the  majority  of  a  field 
inspector's  day  is  spent  inspecting  devices  and  checking  for  valid  licenses. 

The  assistant  administrator  records  and  files  all  license  applications.  The  license 
for  a  weighing  or  measuring  device  is  set  in  statute  by  the  maximum  weight  (for 
weighing  devices)  and  volume  (for  measuring  devices)  the  device  can  measure.  Table 
3  on  the  following  page  contains  the  current  schedule  of  licensing  fees  and  the  fee 
schedule  prior  to  1983,  when  the  legislature  last  updated  the  fees.  The  change  in 
fees  in  1983  was  the  first  since  the  fees  were  established  in  1973. 


Table  3 
Weighing  and  Measurement  License  Fees 


Weighing  Devices   (Capacity) 

1.  499  lbs.   or  less 

2.  500  lbs.   to  1,999  lbs. 

3.  2,000  lbs.    to  7,999  lbs. 

4.  8,000  lbs.    to  40,000  lbs. 

5.  8,000  lbs.    to  60,000  lbs. 

6.  40,001  lbs.   or  more 

7.  60,001  lbs.   or  more 

PETROLEUM  METERING  DEVICES 

1.  Each  gasoline  pump,    diesel  pump,   or 

fuel  oil  pump  measuring  device 

2.  Each  petroleum  vehicle  tank  meter  or  bulk 

petroleum  meter  of  2  inches  and  under 

3.  Each  bulk  petroleum  meter  over  2  inches 

4.  Each  liquified  petroleum  meter 

5.  Each  vapor  meter 

6.  Each  petroleum  and  liquified  petroleum 

vehicle  tank  up  to  and  including 
2,000   gallons 

7.  Each  petroleum  and  liquified  petroleum 

tank  over  2,000   gallons 


1973-: 

1983 

$   2 

.50 

4 

.00 

10 

.00 

20 

.00 

35.00 


$   3.00 

10.00 

15.00 

15.00 

3.00 


20.00 


$20.00  plus 
$4.00  for  each 
additional 
1,000  gallons 


1983-1986 

$  5.00 

8.00 

15.00 

40.00 

70.00 


$5.00 

15.00 

20.00 

25.00 

3.00 


20.00 


$20.00  plus 
$4.00  for  each 
additional 
1,000   gallons 
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Table  4  contains  fiscal  1984  and  1985  revenues  by  fee  category  for  both  weighing 
and  measuring  devices.  Dividing  the  current  fees  into  the  revenue  produced  by  each 
foe  establishes  the  number  of  weighing  and  measuring  devices  in  each  fee  category. 
Column  4  of  table  4  contains  the  number  of  scales  and  petroleum  measuring  devices 
licensed  in  Montana  in  fiscal  1985. 


Table  4 
Fiscal  1984  and  1985   Fee  Revenues  and  Fiscal  1985  Devices  Licensed 


Weighing  Devices 

0-499  lbs. 
500-1,999  lbs. 
2,000-7,999  lbs. 
8,000-60,000  lbs. 
60,001  lbs.    and  over 


Total  $132^714 


PETROLEUM  MEASURING   DEVICES 


Total 

Total  Weighing  Devices 

Total  License  Fee  Income 


$  74,995 
132,714 

$207^709 


License 

Foe 

Income 

Number  of 

Device; 

3  Licensed 

Fiscal  1984 

Fiscal  1985 
$   22,270 

Fiscal  1985 

$  23,312 

4,454 

9,131 

8,512 

1,064 

5,176 

4,515 

301 

51,205 

59,240 

1,481 

43,890 

36,470 

521 

$131^.007 


Petro  pump 

$  40,039 

$ 

41,100 

Petro  meters  2"  and  less 

20,155 

19,125 

Petro  meters  2"  and  more 

3,160 

3,440 

Vapor  meter 

516 

4,700 

L.P.G.    meter 

10,675 

8,820 

Petro  tank  lie. 

450 

440 

$  77,625 
131,007 

$208^632 


8,220 

1,275 

172 

188 

Ml 

22 


The  activities  of  the  bureau  are  almost  100  percent  related  to  licensing  and 
enforcement  of  measuring  device  accuracy.  There  is  very  little  effort  put  into  the 
checking  of  packages  to  ensure  correct  contents  and  weight. 

As  stated  in  the  first  paragraph,  the  revenue  generated  from  license  fees  is  only 
44.8  percent  of  the  costs  of  licensing  and  regulating  weighing  and  measuring  devices. 
Table    5    on    the    following    page    details    possible    percentage    increases   in    the    licensing 
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fees   to   make   this   function   more   self  supporting.      An   increase  of  125   percent    (Option 
A)    would  be  needed  to  totally  replace  general  fund. 


Table  5 
Options  for  License  Fee  Increases 


Weighing 

Devices 

Current 

50%  Fee 

70%  Fee 

100%  Fee 

125%  Fee 

Devices 

Licensed 

Fees 

Increase 

Increase 

Increase 

Increase 

0-499   Lbs. 

4,454 

$   5.00 

$      7.50 

$     8.50 

$  10.00 

$  11.25 

500-1,999  Lbs. 

1,064 

8.00 

12.00 

13.60 

16.00 

18.00 

2,000-7,900  Lbs. 

301 

15.00 

22.50 

25.50 

30.00 

33.75 

8,000-60,000  Lbs. 

1,481 

40.00 

60.00 

68.00 

80.00 

90.00 

60,001  Lbs.    and   Over 

521 

70.00 

105.00 

119.00 

140.00 

157.50 

Petroleum  Measuring  Devices 

Petro  Pumps 

8,220 

$   5.00 

S      7.50 

S     8.50 

$   10.00 

$   11.25 

Petro  Meter   2"   and   L 

1,275 

15.00 

22.50 

25.50 

30.00 

33.75 

Petro  Meter   2"  and  M 

172 

20.00 

30.00 

34.00 

40.00 

45.00 

Vapor  Meter 

188 

25.00 

37.50 

42.50 

50.00 

56.25 

LPG  Meter 

441 

20.00 

30.00 

34.00 

40.00 

45.00 

Petro  Tank  License 

22 

20.00 

30.00 

34.00 

40.00 

45.00 

Weighing 

Devices 

0-499  Lbs. 

$   22,270 

$   33,405 

$    37,859 

$  44,540 

$   50,108 

500-1,999  Lbs. 

8,512 

12,768 

14,470 

17,024 

19,152 

2,000-7,900  Lbs. 

4,515 

6,773 

7,675 

9,030 

10,159 

8,000-60,000  Lbs. 

59,240 

88,860 

100 , 708 

118,480 

133,290 

60,001  Lbs.    and  Over 

36,470 

54,705 

61,999 

72,940 

82,058 

Petroleuni  Measuring  Devices 

Petro  Pumps 

$  41,100 

$   61,650 

$   69,870 

$   82,200 

$   92,475 

Petro  Meter   2"   and   L 

19,125 

28,688 

32,513 

38,250 

43,031 

Petro  Meter   2"  and  M 

3,440 

5,160 

5,848 

6,880 

7,740 

Vapor  Meter 

4,700 

7,050 

7,990 

9,400 

10,575 

LPG  Meter 

8,820 

13,230 

14,994 

17,640 

19,845 

Petro  Tank  License 

440 

660 

748 

880 

990 

Total 

$208^^632 

$312^949 

$354^^674 

$417_^264 

$469^^423 

Option  A :      Increase 

the  licen 

sing  fees  by 

50  percent 

to  increase 

the  general  fund 

by  $104,317. 
Option  B :       Increase  the  licensing  fees  by   70   percent   to  increase  the   general   fund 
by  $146,042. 
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Option   C:       Increase  the  licensing  fees  by  100  percent  to  increase  the  general  fund 

by  $208,632. 
Option  D:      Increase  the  licensing  fees  by  125  percent  to  increase  the  general  fund 

by  $260,791,    fully  recapturing  the  cost  of  the  program. 

ISSUE   2:      WEIGHTS   AND   MEASURES   BUREAU   EXPENDITURES 

The  functions  and  responsibilities  of  the  bureau  are  detailed  in  Issue  1.  The 
legislature  could  consider  two  possible  reductions  in  the  frequency  of  inspecting 
weighing  and  measuring  devices,   reducing  staffing  needs  and  general  fund  costs. 

The  bureau  currently  has  12  appropriated  FTE ,  of  which  seven  are  inspectors 
out  in  the  field.  The  metrologist  FTE  also  spends  a  portion  of  his  time  out  in  the 
field  inspecting  devices.  The  inspectors  attempt  to  visit  and  inspect  every  device  on 
a  once  a  year  schedule.      The  fiscal  1986  budget  for  the  bureau  is  detailed  in  table  2. 

In  calendar  year  1985  the  bureau  tested  7,237  weighing  devices,  of  which  365 
were  rejected,  for  a  compliance  rate  of  95  percent.  In  the  same  time  period  the 
bureau  tested  7,729  measuring  devices,  of  which  222  were  rejected  for  a  compliance 
rate  of  97  percent. 

According  to  an  official  of  the  National  Bureau  of  Weights  and  Standards,  all 
states  attempt  to  inspect  each  licensed  measuring  device  on  an  annual  basis,  but  in 
reality  some  inspect  on  a  biennial  basis  and  some  less  frequently.  No  state  inspects 
on  a  complaint  only  basis. 

If  the  Legislature  were  to  direct  the  bureau  to  attempt  to  inspect  devices  once 
every  two  years,  the  number  of  inspectors  could  be  reduced  by  four.  This  leaves 
three  full-time  inspectors  and  the  metrologist  to  inspect  the  devices.  The  repair  and 
maintenance  person  could  be  trained  to  do  some  inspections  when  not  repairing 
equipment.  Table  6  details  the  proposed  savings  of  reducing  four  inspector 
positions . 
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Table 
Reduction  of  4 

6 
Inspectors 

Cost  of  7 
Inspectors 

Reduction  of  4 
Inspectors 

Amount   Needed 
to  Retain 
3  Inspectors 

Personal  Services 
Operating  Expenses 
Equipment 

$160,237 
77,936 
20,000 

$   (91,564) 
(44,535) 
(11,429) 

$   68,673 

33,401 

8,571 

Total 

Iiis±iz3 

liHZ^^IM 

$110^645 

The  legislature  may  also  wish  to  consider  inspecting  devices  on  a  complaint  ba- 
sis only.  The  bureau  currently  is  receiving  one  consumer  complaint  per  week.  If 
the  bureau  were  to  only  inspect  those  devices  on  which  complaints  were  filed,  the 
inspector  staff  could  be  reduced  to  one  and  the  repair  and  maintenance  position  could 
be  eliminated  for  a  reduction  of  seven  funded  positions.  One  inspector  and  the 
metrologist  would  remain  and  be  located  in  different  areas  of  the  state  to  inspect 
devices  as  complaints  arise.  Table  7  details  the  proposed  savings  by  reducing  six 
inspector  positions  and  one  repair  and  maintenance  position. 


Table  7 
Reduction  of  6  Inspector  and  1   Repair  and  Maintenance 

Positions 

Cost  of  7 
inspectors  and 
1   rpr  and  main 

Reduction  of  6 
inspectors  and 
1  rpr  and  main 

Amount  Needed 
to  Maintain 
1  Inspector 

Personal  Services 
Operating  Expenses 
Equipment 

$180,461 
89,070 
22,000 

$(157,570) 
(66,803) 
(19,250) 

$22,891 

22,267 

2,750 

Total 

$291^531 

11243^6231 

147^908 

Option  A:       Reduce 

the     frequency  of 

ins 

pecting  weighing 

and 

measuring  devices 

from   once   per   year   to   onco   every   other    year   reducing   four   inspector 
positions,    saving  the  general  fund  $147,528. 
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Option  B :      Eliminate  scheduled  inspections  of  weighing  and  measuring  devices  and 
inspect  on  a  complaint  basis  only.      Six  inspector  positions  and  one  re- 
pair and   maintenance  position   could   be  eliminated.      The   potential   gen- 
eral fund  savings  would  be  $243,623. 

ISSUE   3:      COAL  BOARD 

The  issue  to  consider  is:  Does  a  need  still  exist  in  the  coal  producing  region  of 
Montana  for  the  state  to  provide  assistance  to  local  governmental  units  for  expanded 
public  services? 

In    1975,    the    Montana    legislature    enacted    Title    90,    chapter    6,    part    2,    entitled 

Coal   Impacts  -  Evaluation   and   Abatement    Funding.      Section   201    states   the  purpose  of 

the  Coal  Board. 

90-6-201.  Purpose:  The  purposes  of  this  part  are  to  assist  local  govern- 
mental units  which  have  been  required  to  expand  the  provisions  of  public 
services  as  a  consequence  of  large-scale  development  of  coal  mines  and 
coal-using  energy  complexes,    .    .    . 

The  Coal  Board  is  authorized  by  statute  to  receive  2.64  percent  of  the  Coal  Sev- 
erance Tax  in  fiscal  1987.  Based  on  the  most  recent  LFA  revenue  analysis  (dated 
May  27,  1986)  the  projected  revenue  to  the  Coal  Board  in  fiscal  1987  would  be 
$2,199,275.  The  legislature  appropriated  $191,069  for  administrative  costs  of  the  Coal 
Board  in  fiscal  1987,  leaving  $2,008,206  for  grants.  The  legislature  has  the  option  of 
reducing  or  eliminating  the  Coal  Board's  portion  of  the  coal  severance  tax  and 
allowing  those  funds  to  be  redirected  to  the  general  fund. 

To  determine  the  continuing  need  for  state  assistance  to  local  governmental 
units,  this  issue  analysis  looks  at  two  factors  relevant  to  determining  that  need. 
First,  is  the  coal  mining  industry  growing,  and  second,  do  local  units  of  government 
In  the  coal  producing  regions  have  the  local  resources  to  provide  the  needed  local 
services? 
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Is  Coal  Mining  Continuing  to  Grow? 

Coal   mining  employment   and  production   statistics   were   examined  to   determine  to 
what  extent  coal  mining  has  grown. 
Employment: 

The  first  statistic  reviewed  was  coal  mining  employment.  As  can  be  seen  in 
graph  1,  there  was  steady  growth  in  employment  from  1975  to  1980,  but  1980  was  the 
high  point  for  coal  mining  employment.  Employment  levels  since  1980  have  averaged 
1,275  to  1,300  employees. 


Graph  1 
Coal  Mining  Employment  in  Montana 
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Production: 

An  indicator  of  growth  in  coal  mining  is  coal   production   and  the   forecast   of  coal 
production.      Table  8,   on   the  following  page,   conipiU'd  March   28,    1985   by   the  Offi(r»;  of 
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the    Legislative    Fiscal    Analyst,    details    the    recent    history    of    coal    production.      The 
table  also  projects  future  coal  production. 


Table  8 
Coal  Production  and  Tax  Revenue 


Taxable 

Coal  Production 

CSP^ 

Gross  Value 

Coal 

Severance 

Fiscal  Year 

(in 

million 

tons) 

(millions) 

Tax 

(millions) 

1980 

34.4 

$7.30 

$250.9 

$74.3 

1981 

30.1 

7.84 

236.4 

70.4 

1982 

32.0 

9.00 

287.8 

86.4 

1983 

26.4 

10.11 

267.3 

80.0 

1984 

27.4 

10.10 

276.7 

82.8 

1985 

30.7 

9.93 

304.4 

91.3 

1986 

31.1 

9.07 

282.2 

84.2 

1987 

32.2 

8.76 

282.0 

83.3 

Contract  sales  price 


As  can  be  seen,  the  production  of  coal  has  been  up  and  down  with  very  little 
growth  since  1980.  The  average  tonnage  over  the  five  year  period  (1980-1985)  has 
been  30.2  million  tons.  Future  projections  anticipate  little  growth  in  coal  production, 
with  an  average  of  only  31.7  million  tons  per  year  being  produced. 

During  the  early   1970's,   it  appeared  that  coal  would  play  a  big  part  in  Montana's 
economic    future.      Plans   were   made    which    would    accommodate   the    expected    growth   in 
population  and  the  governmental  services  that  the  new  population  would  require.     How- 
ever, in  the  mid-1980' s  it  would  appear  that  the  expected  boom  in  growth  never  materi- 
alized to  the  extent  expected. 

Can  Local  Units  Afford  to  Provide  the   Services? 

The  ability  of  local  governmental  units  to  finance  local  services  was  examined  by 
reviewing  the  millage  rate  for  county  and  school  district  services  and  by  the  types  of 
basic  services  already  financed  by   Coal  Board  grants. 
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Counties: 

Big  Horn  County,  whose  county  levy  is  30.89  mills,  and  Rosebud  County,  whose 
county  levy  is  13.83  mills,  are  the  major  coal  producing  counties  in  Montana.  How- 
ever, these  counties  rank  48th  and  56th  respectively  in  the  millage  rate  amongst  Mon- 
tana's 56  counties.  The  average  total  county  millage  rate  charged  in  Montana  is  64 
mills.  Big  Horn  County  charges  less  then  one-half  the  average  rate  and  Rosebud  County 
less  then  one-fourth  the  average  rate.  The  mills  levied  for  the  general  operations  of 
the  counties.  Big  Horn  at  17.38  mills  and  Rosebud  at  4.99  mills,  rank  39th  and  53rd 
in  general  fund  millage.      The  state  average  is  22.95  mills. 

Rosebud  has  the  highest  county-wide  millage  valuation  ($244,365  per  mill)  and 
Big  Horn  ($127,756  per  mill)  is  third  highest.  The  average  one  mill  valuation  for  the 
state  is  $41,600.  Therefore,  the  value  of  one  mill  in  Rosebud  is  almost  six  times  the 
state  average  and  the  value  on  Big  Horn  is  three  times  the  state  average.  Rosebud 
and  Big  Horn  have  such  high  valuation  due  to  the  natural  resources  of  coal,  oil,  and 
gas,   and  to  the  industries  related  to  the  natural  resources  found  in  those  counties. 

Both  Rosebud  and  Big  Horn  Counties  have  very  low  property  tax  rates  when 
compared  to  the  rest  of  Montana.  These  counties  could  finance  a  larger  portion  of 
the  projects  supported  by  Coal  Board  grants  if  they  would  raise  local  property  taxes 
to  levels  experienced  in  other  counties  in  Montana. 

School  Districts: 

There  are  three  population  centers  within  Rosebud  and  Big  Horn  Counties  which 
can  be  compared  with  similar  population  centers  around  the  state  for  local  school  tax 
effort.  All  three  have  lower  school  millage  rates  when  compared  to  school  millages  of 
population  areas  of  a  similar  population.  Forsyth  and  Hardin  were  compared  to  com- 
munities with  populations  of  2,000  to  5,000.  Forsyth's  school  millage  rate  is  108.83 
and  Hardin's  is  67.93.      The  average  school  millage  rate  for  communities  of  like  size  is 
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141.05.  Therefore,  Forsyth's  tax  rate  is  32.22  mills  less  than  the  average  and 
Hardin's  is  73.12  mills  less.  Lodge  Grass  has  a  school  millage  rate  of  92.93.  The 
average  school  millage  rate  for  a  community  the  size  of  Lodge  Grass  is  143.23.  This 
represents  a  difference  of  50.30  mills  from  the  average. 

Colstrip  has  a  school  millage  rate  of  79.69.  In  1980,  the  population  of  Colstrip 
was  1,476.  The  average  school  millage  for  a  city  of  comparable  size  to  Colstrip  for 
1984-85  is  159.31,  or  a  difference  of  79.62  mills.  With  "degree  of  local  effort"  being 
one  of  the  criteria  by  which  grants  are  evaluated  and  awarded,  it  appears  the  commu- 
nities located  vdthin  the  coal  developing  region  are  subject  to  lower  school  millages 
than  similar  districts  statewide.      Table  9  summarizes  the  above  information. 


Table  9 
School  District  Millage 


School  District 

Hardin 
Forsyth 
Lodge  Grass 
Colstrip 


1984-85  Millage 

1984-85 

Average  of  Comparable 

Percent  of 

Millage 

School  System 

Average 

67.93 

141.05 

48 

108.83 

141.05 

77 

92.93 

143.23 

65 

79.69 

159.31 

50 

Since  1977  the  four  school  districts  (Lodge  Grass,  Colstrip,  Forsyth,  and 
Hardin)  have  received  20  grants  totaling  $19,142,739.  Table  10  details  the  number  of 
Coal  Board  grants  by  school  district. 
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Table  10 
School  District  Grants 


School  District 

Hardin 
Forsyth 
Lodge  Grass 
Colstrip 

Total  Grants 


No.   of  Grants 

3 

7 

3 

_7 

20 


Total  Dollars 
Granted 

$  3,480,648 
4,970,550 
2,670,014 
8,021,527 

$19.142.739 


Local  Services   Financed 

Within  the  coal  producing  region  the   Coal  Board  has  invested  188   grants  totaling 
$58,910,630.      Below  is  a  breakdown  of  the  purpose  of  grants  awarded. 


Table  11 
Summary  of  Coal  Board  Grants 


Grant  Purpose 

Education  facilities 
Water  and  sewer  systems 
Health  care  facilities 
Law  enforcement  and  fire 
protection  agencies 
Roads  and  road  equipment 
Other 

Total  Grants 


No.   of 
Grants 

43 
52 
13 

31 
16 
33 

188 


There  has  been  a  substantial  amount  invested  in  the  basic  services  in  the  coal 
impact  areas.  To  date,  approximately  65  percent  of  the  grants  have  been  given  to 
Rosebud  and  Big  Horn  Counties,  or  to  local  governmental  units  within  either  of  the 
counties.      With    the    stagnation    in    employment    growth    and    coal    production,    and    with 


C-88 


DEPARTMENT  OF  COMMERCE 
Page  17 

the    number    of    local    services    grants    given    to    date,     the    question    arises:       Is    the 
upgrade  in  local  services  close  to  completion  for  the  coal  industry  now  in  place? 

There  is  substantial  ability  at  the  local  level  to  finance  and  maintain  the  needed 
local  governmental  services.  This  ability  to  pay,  plus  the  lack  of  growth  in  coal  em- 
ployment and  coal  production,  raises  questions  about  whether  there  are  really  local 
governmental  services  being  demanded  by  the  growth  of  the  coal  industry  that  could 
not  be  met  with  local  resources  while  not  unduly  burdening  the  local  taxpayer. 

Conclusion 

The  legislature  created  the  Coal  Board  and  funding  for  Coal  Board  grants  to  aid 
local  governmental  units  who  were  experiencing  or  expected  to  experience  large-scale 
demand  for  expanded  local  services.  Since  1980  there  has  not  been  significant  growth 
in  coal  mining  employment  or  production  and  there  is  no  significant  expansion  of  coal 
production  forecasted  in  the  near  future.  There  also  appears  to  be  significant 
untapped  potential  at  the  local  level  to  finance  any  additional  public  services. 

According  to  the  Coal  Board,  the  only  commitment  made  for  fiscal  years  1987  and 
1988  is  $712,650  in  each  fiscal  year  to  Yellowstone  County  for  the  construction  of  a 
county  jail. 

Option  A:       Eliminate  the  Coal  Board  and  redirect  the  Coal  Board's  fiscal  1987  coal 
severance   tax    allocation    to   the    general    fund.      This    option    would   in- 
crease general  fund  revenues  by  $2,199,275. 
Option  B:       Retain  the  Coal  Board  but  redirect  the  Coal  Board's   fiscal  1987  coal 

severance  tax  allocation,  except  the  $712,650  committed  to  Yellowstone 
County  Jail  construction,  to  the  general  fund.  This  option  would  in- 
crease general  fund  revenues  by  $1,295,556. 
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ISSUE   4:      TOURISM   PROMOTION 

The  legislature  has  appropriated  $1,593,964  ($1,243,964  general  fund)  for  fiscal 
1987  to  the  Montana  Promotion  Bureau.  The  division  has  11  FTE  whose  program  ac- 
tivities are: 

*  Produce  and  place  T.V.,    radio,    and  magazine  advertising 

*  Operate  direct  mail  advertising  campaign 

*  Publish  over  12  promotional  publications 

*  Seek  publicity  by  hosting  magazine,    newspaper  writers,    and  T.V. 
productions 

*  Promote  Montana  at  national  travel  exhibitions 

*  Collect  private  contributions 

Most  of  the  activities  are  "active"  in  that  the  division,  through  advertising,  is 
attempting  to  ignite  a  spark  of  interest  in  visiting  Montana.  By  placing  ads  and 
having  articles  written  and  films  made  about  Montana,  the  division  hopes  that  readers 
and  viewers  who  otherwise  would  not  travel  to  Montana  will  be  interested  enough  to 
either  plan  their  vacations  in  Montana  or  at  least  write  or  call  the  division  to  get 
further  information  about  travel  opportunities  in  Montana.  Only  operating  a  direct 
mail  advertising  campaign  is  "reactive,"  meaning  that  the  prospective  tourist  must 
write  or  call  the  division.  The  division  will  then  send  information  about  travel  oppor- 
tunities in  Montana.  , 

The  information  about  tourism  in  Montana  is  not  very  comprehensive.  Two  re- 
cent studies  commissioned  by  the  division  ("Montana  Tourism  Marketing  Research  Proj- 
ect, 1984,"  and  "Montana  Travel  Industry,  1983")  produced  the  following  statistics. 
In  1983  the  nonresident  tourist  (the  tourist  most  of  the  division's  efforts  are  directed 
at  attracting)  brought  $127  million  into  Montana's  economy.  Nonresidents  spent  $423 
million  in  Montana  in  1983,  but  only  30  percent  of  that  amount  was  considered 
expenditures  by  nonresidents  traveling  for  pleasure.  Thirty  seven  percent  of  the  in- 
dividuals surveyed  in  the  research  project  said  they  wrote  or  called  the  state  agency 
for  assistance  in  vacation  planning.  Of  the  37  percent,  only  45  percent  indicated 
that  this  information  was  used  to  determine  which  state  to  visit. 
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The  Montana  travel  industry  report  attempted  to  estimate  the  gasoline,  income, 
and  property  taxes  that  the  nonresident  tourist  brought  into  Montana.  Based  on  the 
expenditure  figure  of  $423  million  by  nonresidents,  the  state  collected  $8.6  million  in 
gasoline  taxes,  $14.3  million  in  income  taxes,  and  $22.5  million  in  property  taxes. 
Therefore,  if  $127  million  of  the  $423  million  (30  percent)  was  related  to  nonresident 
tourists,  $2.6  million  in  gasoline  taxes,  $4.3  million  in  income  taxes,  and  $6.7  million 
in  property  taxes  can  be  attributed  to  nonresident  tourists. 

The  missing  link  in  the  two  reports  is  what  percentage  of  nonresident  tourists 
had  no  plans  on  coming  to  Montana  until  they  were  influenced  by  either  an  advertise- 
ment financed  by  the  division  or  a  vacation  information  packet  supplied  by  the  divi- 
sion. Tourist  advertising  is  financed  by  national  parks,  local  chambers  of  commerce, 
ski  areas,  outfitters,  and  others.  These  advertisers  reduce  the  need  for  the  state  to 
finance  tourism  promotion.  Does  a  dollar  invested  by  the  state  return  a  dollar  to  the 
state  in  increased  taxes?  Would  a  substantial  proportion  of  nonresident  tourists  vaca- 
tion in  Montana  without  the  promotion?  In  fiscal  1986  the  state  is  spending  $1,243,964 
in  tourist  promotion,  but  is  the  state  treasury  receiving  a  like  amount  or  greater 
amount  in  increased  tax  receipts  because  of  this  promotion?  Because  of  weaknesses  in 
the  studies  pointed  out  above  we  don't  have  the  answers  to  these  questions. 

In  promoting  tourism  in  Montana  there  are  three  options  the  legislature  may  wish 
to  consider.  First,  the  legislature  may  wish  to  provide  no  funds  for  promoting 
Montana.  Second,  the  legislature  could  appropriate  only  enough  funds  to  allow  the 
division  to  react  to  requests  for  tourism  information.  Third,  the  legislature  could 
continue  the  current  level  of  tourism  promotion  where  the  division  is  actively 
promoting  tourists  to  visit  Montana. 

The  general  fund  appropriation  for  the  division  in  fiscal  1987  is  $1,243,964.  This 
amount  would  be  the  general  fund  savings  if  the  program  were  eliminated  and  assumes 
that  the  state  would  not  respond  to  requests  for  travel  and  vacation  information. 
Any  information  distributed  would  have  to  be  done  at  the  local  level. 
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The  state  could  provide  a  reactive  promotion  program  to  publish  and  distribute 
travel  and  vacation  information  on  a  requested  basis.  The  division  sent  out  242,000 
standard  and  specialized  vacation  and  travel  information  packets  only  in  fiscal  1985. 
The  basic  packet  contains  a  map  of  Montana,  an  accommodation  guide,  and  a  vacation 
guide.  Special  informational  packets  are  sent  if  a  specific  informational  request  is 
received.  The  state  contracted  with  Helena  area  nonprofit  agencies  to  put  the 
packets  together  and  stuff  them  in  envelopes. 

To  continue  to  provide  this  same  information  on  an  annual  basis  should  require  a 
maximum  staff  of  three,  with  some  seasonal  help  to  respond  to  requests  for  in- 
formation in  the  spring  when  the  number  of  informational  requests  is  greatest.  Table 
12  below  details  a  potential  budget.  The  option  would  maintain  the  "Invite  a  Friend" 
program,  which  has  one  of  the  highest  returns  on  investment  of  any  tourism 
promotion. 

Table  12 
PROMOTION   BUDGET   "OPTION   B" 

Personal  Services  $  70,000 

Contracted   Services  59,426 

Supplies  and  Materials  5,900 

Communications   (includes  postage)  103,400 

Rent  11,844 

Repair  and  Maintenance  1,500 

Other  Expenses  23,703 

Equipment  6,700 

Total  Cost  |g|2i4Z| 

Option  A:       Eliminate  the  program  for  a  general  fund  savings  of  $1,243,964. 
Option  B :       Reduce  the  program  to  provide  response  to  travel  information  requests 
only  for  a  $961,491   general  fund  savings. 
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ISSUE   5:    BUSINESS    ASSISTANCE    DIVISION 

The  Business  Assistance  Division  was  created  in  July  1983  as  a  result  of  the  re- 
organization of  the  former  Economic  and  Community  Development  Division.  The  overall 
priorities  of  the  division  are  to:  1)  retain  existing  industry,  2)  assist  in  the  produc- 
tivity and  expansion  of  successful  Montana  businesses,  and  3)  create  a  climate  condu- 
cive for  new  business  starts  or  attraction  of  out-of-state  industries  to  Montana.  The 
division's  overall  mission  is  to  stimulate  economic  growth  and  industrial  diversification, 
thereby  creating  a  stable  business  base  and  generating  new  employment  opportunities. 

The  division  is  divided  into  seven  programs,  which  are  itemized  below  with  a 
brief  description. 

A.  The  Small  Business  Advocate  and  Business  Licensing  Center:  This  pro- 
gram operates  a  toll-free  business  assistance  hotline  which  allows  new  or 
existing  businesses  to  obtain  operating  authority  through  a  single  source 
contact. 

B.  The  Business  Development  Assistance  Program:  This  activity  provides 
comprehensive  counseling  and  contracted  specialists  for  Montana  businesses 
experiencing  difficulties  or  planning  expanded  operations.  Additionally, 
this  program  identifies  available  federal  government  contracts  and  assists 
Montana  firms  in  successfully  bidding  for  long-term  federal  supply  requi- 
sitions. 

C.  The  Marketing  Assistance  Program:  This  effort  assists  Montana  man- 
ufacturers  in  penetrating  local,  regional,  and  national  markets  through  cus- 
tom marketing  strategies  and  product  displays  at  targeted  trade  shows. 
Additionally,  this  program  is  the  focal  point  for  the  "Made  in  Montana"  con- 
sumer awareness  campaign. 

D.  The  Development  Finance  Assistance  Program:  This  operation  provides 
detailed  information  on  finance  methods  and  alternatives  to  Montana  busi- 
nesses in  start-up,  expansion,  or  survival  phases.  The  specialist  who  con- 
ducts this  program  has  obtained  comprehensive  training  in  loan  packaging 
and  blended  financing,  to  successfully  combine  private  and  public  funding 
options  suited  to  a  client's  requirements. 

E.  The  International  Export  Assistance  Program:  The  objective  of  this  pro- 
gram  is  to  help  Montana  firms  to  enter  international  trade.  A  major  empha- 
sis has  been  placed  on  exporting  Montana-made  products  to  Canada  and  the 
Pacific  Rim  countries.  Telex  messages  to  foreign  governments,  foreign  fi- 
nancial institutions,  trading  companies  and  U.S.  Embassies  abroad,  are  sent 
and  received  on  behalf  of  Montana  businesses.  Additionally,  this  program 
is  involved  with  conducting  trade  missions  for  Montana  businesses.  The 
program  has  been  instrumental  in  attracting  foreign  procurement  missions 
and  potential  foreign  investors  to  Montana.  The  program  works  closely  with 
the  Montana  International  Trade  Commission,  49th  Parallel  Institute,  Foreign 
Trade  Zone  88   (Great  Falls),    and  the  Port  of  Montana  in  Butte. 
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F.  The  Business  Location  Program:  This  effort  has  two  distinct  activities: 
Out-of-state  business  recruitment,  and  proper  site  location  once  an  industry 
has  expressed  a  commitment  for  locating  within  the  state.  Recruitment  is 
performed  through  targeted  advertising  in  industrial  magazines,  airport  dis- 
plays, and  direct  responses  to  inquiries.  Site  location  includes  analysis  of 
unique  business  requirements  including  labor  force,  transportation  systems, 
geographic  preference  and  site  amenities.  Assisting  in  the  recruitment  ef- 
fort are  the  Montana  Ambassadors  who  promote  Montana  as  a  business  location 
during  their  out-of-state  travel.  Recruitment  and  placement  of  foreign  busi- 
nesses is  a  function  shared  with  the  international  trade  program. 

G.  The  Local  Development  Organization  Assistance  Program:  This  program 
works  with  local  economic  development  agencies  to  educate  them  about  the 
mechanics  of  business  retention  and  attraction.  The  program  assists  local 
entities  in  creating  the  necessary  framework  for  stimulating  economic  growth 
and  mitigating  the  impact  of  industrial  closures.  Additionally,  this  program 
helps  communities  in  developing  professional  community  profiles  to  properly 
portray  the  locale  to  new  business  prospects. 

Table  13  lists  the  1986   general  fund  budget  for  each  of  the  seven  programs. 


Table  13 
Business  Assistance  General  Fund  Budget  by  Program 

Fiscal  1986 


Program 


Business  Location  Promotion 
Product  Marketing  Assistance 
Business  Development  Assistance 
Assistance  to  LDOS 
Small  Business  Advocate 
International  Export  Assistance 
Development   Finance  Program 

Total  Cost 


General  Fund 

$  98,750 
161,491 
129,997 
96,497 
58,577 
95,506 
71,491 

$712^309 


The  legislature  has  appropriated  $730,858  in  fiscal  1987  for  the  operations  of  the 
division.  The  annual  general  fund  budget  for  this  division  since  fiscal  1984  has 
been:  1984  -  $648,562;  1985  -  $987,519;  1986  -  $712,309;  and  1987  -  $730,858. 
Therefore,  in  four  fiscal  years  the  state  will  have  invested  $3,079,248  in  this  di- 
vision. The  issues  to  consider  are:  What  has  been  and  will  be  the  return  on  the 
state's   investment?      Has   the   state   realized   an  increase   in   tax   revenues   which   equals 
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or    is    greater    than    the    dollars    the    state    has    invested?      V/hat    amount    of    return    on 
investment  is  expected  by  the  legislature  from  this  program? 

In  December  1984,  the  division  prepared  a  report  entitled  "Business  Assistance 
Division,  Summary  of  Programs."  The  report  briefly  describes  each  of  the  programs 
administered  by  the  division  and  details  the  significant  accomplishments  since  July  1, 
1983.  Within  the  seven  programs  administered  by  the  division,  there  were  49 
significant  accomplishments  listed.  Only  one  of  the  49  accomplishments  (within  the 
Business  Development  Assistance  Program)  detailed  specifics,  citing  that  117.5  jobs 
were  created  and  13  companies  experienced  combined  increased  sales  totaling 
$2,732,000.  The  cost  to  the  general  fund  of  maintaining  this  program  for  the  same  18 
month  period  for  which  the  results  were  cited  was  $1,028,735.  To  recover  these 
costs,  each  new  employee  would  have  to  have  paid  $5,836  per  year  in  income  tax. 
The  other  accomplishments  detail  aid  and  assistance  given  companies,  but  none  of  the 
accomplishments  give  specific  dollars  and  cents  details  that  indicate  that  jobs  were 
created  or  individuals  were  persuaded  to  stay  in  Montana. 

This  division  is  designed  to  maintain  current  business  and  bring  new  business 
and  economic  growth  to  Montana.  At  present  there  is  no  clear  indication  that  this 
program  has  been  successful.  If  the  division  cannot  present  evidence  to  the 
legislature  which  addresses  these  questions  and  prove  to  the  legislature  that  this 
program  is  an  asset  to  the  state,  the  legislature  may  want  to  consider  elimination. 
Option  A :      Eliminate  the  Business  Assistance  Division  for  a  savings  of  $730,858  to 

the  general  fund  in  fiscal  1987. 
Option  B :  Eliminate  the  division  with  the  exception  of  the  Business  Development 
Assistance  Program.  This  would  result  in  a  general  fund  savings  of 
$582,312. 
Option  C:  Maintain  the  same  level  of  support.  The  legislature  may  wish  to  re- 
quire the  division  to  document  what  jobs  and  other  economic  develop- 
ments have  been  created  that  would  justify  its  continued  funding. 
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ISSUE   6:      REDIRECTING   LOCAL   GOVERNMENT   BLOCK   GRANT   FUNDS 

The  legislature  appropriated  $16,959,000  in  fiscal  1986  and  $17,383,000  in  fiscal 
1987  for  Local  Government  Block  Grants.  The  funds  were  appropriated  to  repay  local 
government  units  for  revenue  lost  in  the  switch  from  a  property  tax  system  to  a  fee 
system  of  registering  light  vehicles.  Due  to  a  drop  in  the  revenue  of  the  oil 
severance  tax,  and  a  district  court  ruling  increasing  the  payments  to  Lewis  and  Clark 
County,  revenues  are  anticipated  to  be  $9.75  million  less  than  appropriation  in  fiscal 
1987.  The  legislature  will  need  to  decide  if  this  shortfall  is  to  be  made  up  and  how. 
The  legislature  may  also  consider  making  changes  in  the  program  that  would  replace 
and/or  increase  revenue  to  the  general  fund. 

History 

The  conversion  of  light  vehicles  from  a  property  tax  to  a  fee  system  and  the 
related  actions  to  maintain  local  government  revenue  have  evolved  over  the  past  three 
legislative  sessions. 

The  1981  legislature  initiated  the  vehicle  fee  system  to  replace  the  property  tax 
on  automobiles  and  light  trucks.  The  property  tax  paid  on  vehicles  varied  consid- 
erably between  taxing  jurisdictions.  The  institution  of  the  vehicle  fees  made  the 
amount  paid  on  autos  and  light  trucks  the  same  in  all  taxing  juiisdictions  and 
substantially  reduced  the  amount  paid  in  the  great  majority  of  cases. 

In  order  to  protect  local  governments  from  a  substantial  loss  in  revenue,  the  act 
initiating  vehicle  fees  also  established  a  procedure  for  the  state  to  reimburse  local 
governments  for  any  revenue  loss.  This  procedure  provided  for  calculation  of  the 
difference  between  the  amount  that  would  have  been  collected  if  vehicle  fees  had  been 
in  effect  in  1981.  The  amount  was  converted  to  a  loss  per  vehicle  by  dividing  by  the 
number  of  vehicles  in  the  county.  This  revenue  loss  per  vehicle  has  been  multiplied 
by  the  number  of  registered  vehicles  in  the  county  each  year  beginning  in  fiscal  1982 
to  calculate  a  state  payment  to  the  county  for  revenue  loss  relating  to  the  vehicle  fee 
system. 
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The  1983  legislature  established  the  local  government  block  grant  to  provi<le  a 
general  purpose  block  grant  and  a  general  services  block  grant.  The  payments  to 
counties  for  revenue  loss  from  the  vehicle  fee  system  were  incorporated  into  the 
general  purpose  block  grant.  One-third  of  the  oil  severance  tax  revenues  were  also 
earmarked  for  the  block  grant. 

The  1985  legislature  increased  vehicle  fees  in  House  Bill  870  to  provide  funding 
for  the  local  government  block  grants ,  as  revenues  from  the  oil  revenue  tax  were 
anticipated  to  be  inadequate  to  fully  fund  the  block  grants.  House  Bill  870  requires 
that  revenue  from  additional  fees  for  the  block  grant  be  deposited  in  the  local 
government  block  grant  account. 

Current   Situation 

As  stated  in  the  first  paragraph,  the  legislature  has  appropriated  $16,959,000  in 
fiscal  1986  and  $17,383,000  in  fiscal  1987  for  the  Local  Government  Block  Grant  Pro- 
gram. Both  appropriations  were  estimates  of  the  grant  costs.  The  actual  amount 
that  has  been  paid  out  for  fiscal  1986  was  $16,813,747.  Using  actual  expenditures  in 
fiscal  1986,  estimated  expenditures  for  fiscal  1987,  and  the  figures  from  LFA's  revised 
oil  severance  tax  revenue  estimate,  table  15  on  the  following  page  was  developed  to 
detail  the  expected  shortage  in  revenues  to  finance  the  program. 
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Table  15 

Local  Government  Block  Grant 

Program 

Fiscal  1986 

Fiscal  1987 

Biennium  Total 

LGBG  Program  Cost 

$16,813,747^ 

$17,253,000^ 

$34,066,747 

Lewis   &   Clark  Fiscal 

1982- 

-84  pmt. 

1,016,958 

1,016,958 

Lewis   &   Clark  Fiscal 

1985- 

-86  pmt. 

797,864 

797,864 

Lewis   &   Clark  Fiscal 

1987  pmt. 
am  Costs 

434,536 
$19,502,358 

434,536 

Total  LGBG  Progr 

$16,813,747 

$36,316,105 

Revenues 

Oil  Severance  Tax 

$11,991,519 

$   6,977,114 

$18,968,633 

Vehicle  Fees 

2,313,100 

2,313,100 

4,626,200 

General  Fund 

Fiscal  1986 

1,470,000 

-0- 

1,470,000 

Fiscal  1987 

1,039,128 

460,872 

1.500,000 

Total  Revenues 

$16,813,747 

$   9,751,086 

$26,564,833 

Total  Shortfall 

-0- 

$  9^75U272 

1  9^751^272 

Revenue  Shortfall 

-0- 

$   7,936,450 

$   7,936,450 

One-time  Costs 

-0- 

1,814,822 

1,814,822 

„  Actual 
Estimated 


The  LFA  projects  a  $9,751,272  shortfall  in  revenues  to  fully  fund  the  fiscal  1987 
Local  Government  Block  Grant  Program .  This  shortfall  should  be  divided  into  two 
categories:  1)  the  one-time  costs  associated  with  past  and  future  reimbursements  to 
Lewis  and  Clark  County  $1,814,822;  and  2)  the  revenue  shortfall  of  $7,936,450.  In 
distributing  the  local  government  block  grant  appropriation  for  fiscal  1986,  the 
department  reimbursed  counties  at  100  percent  of  their  revenue  loss.  The  department 
interpreted  the  statutes  related  to  the  reimbursement  as  requiring  them  to  reimburse 
at  the  100  percent  level.  If  the  same  interpretation  is  used  in  fiscal  1987,  a 
supplemental  would  be  needed  to  finance  the  projected  $9,751,272  shortfall.  In  the 
department's  summary  table,  on  page  1,  the  LFA  has  recognized  the  need  for  a 
supplemental  by  adding  $9,751,272  of  general  fund  in  the  line  entitled  "supplemental 
expend." 
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The  one-time  costs  are  a  result  of  a  recent  District  Court  decision  that  ordered 
the  state  to  pay  Lewis  and  Clark  County  for  a  miscalculation  in  the  grant  amount  the 
county  was  eligible  to  receive  from  the  state.  For  the  fiscal  period  between  fiscal 
1982  and  1984,  the  state  owes  Lewis  and  Clark  County  $1,016,958,  and  for  the  time 
period  of  fiscal  1985  and  1986,  the  state  may  owe  Lewis  and  Clark  County  $797,864. 
The  estimated  cost  in  fiscal  1987  to  Lewis  and  Clark  County  would  be  $434,536,  The 
payment  to  Lewis  and  Clark  County  has  been  broken  down  into  the  three  time 
periods,  because  the  District  Judge's  decision  required  the  state  to  correct  the  error 
for  the  fiscal  1982  to  fiscal  1984  period.  The  decision  only  covers  this  period  of  time 
because  the  lawsuit  was  initiated  in  1984,  and  the  three  fiscal  years  were  the  period 
of  time  for  which  the  county  was  seeking  reimbursement.  Since  the  county  has  won 
the  argument,  they  would  also  be  eligible  to  receive  reimbursement  for  the  other  time 
periods.  Therefore,  the  additional  payments  to  Lewis  and  Clark  County  were 
included  in  table  15.  At  the  time  this  report  was  written  the  executive  branch  had 
not  decided  whether  to  appeal  the  decision.  If  the  decision  is  appealed,  the  state 
may  be  able  to  delay  or  eliminate  the  need  to  pay  Lewis   &   Clark  County. 

The  revenue  shortfall  is  the  result  of  three  factors:  1)  the  program  v/as  initially 
not  fully  funded,  according  to  LFA  estimates;  2)  the  2  percent  reductions  taken  in 
January;  and,  3)  the  decline  in  oil  prices  reduced  the  revenue  from  the  oil  severance 
tax.  These  factors  were  partially  offset  by  higher  than  anticipated  vehicle  fee 
revenues . 

In  the  LFA's  "Appropriations  Report  1987  Biennium",  it  was  initially  forecast  that 
the  Local  Government  Block  Grant  Program  was  underfunded  by  $2,186,000  for  the 
biennium  based  upon  then  current  estimates  of  oil  severance  tax  revenues  and  vehicle 
fees.  Because  of  further  reductions  in  the  price  of  oil,  the  LFA  is  now  forecasting  a 
revenue  shortfall  of  $7,936,450. 

As  part  of  the  Governor's  2  percent  reduction  program,  the  department  reduced 
the     block     grant     general     fund     appropriation     by     $30,000,        However,      when     the 
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department  made  the  block  grant  reimbursements  to  the  counties  the  full  amount 
claimed  by  the  counties  was  paid  out.  This  action  merely  required  a  larger  ($30,000 
additional)   supplemental  of  fiscal  1987  general  fund  to  fund  the  grants. 

To  eliminate  the  projected  shortfall  and/or  replace  the  general  fund  and  oil  sev- 
erance tax  funding  of  the  program,  there  are  two  alternatives  which  the  legislature 
may  wish  to  consider.  The  first  alternative  would  be  to  raise  the  block  grant  vehicle 
fees  to:  A)  cover  the  projected  revenue  shortfall  and  one-time  costs  associated  with 
Lewis  and  Clark  County  settlement;  B)  cover  the  projected  revenue  shortfall  and 
one-time  costs  and  replace  fiscal  1987  general  fund  ($1,500,000);  or  C)  cover  the 
projected  shortfall  and  one-time  costs ,  replace  the  general  fund ,  and  replace  the  oil 
severance  tax.  Option  C  assumes  that  the  oil  severance  tax  revenues  would  be 
redirected  to  the  general  fund.  Option  A  would  require  raising  an  additional 
$9,751,272  from  vehicle  fees,  or  an  average  increase  in  the  cost  to  register  a  light 
vehicle  of  25.5  percent.  Option  B  would  require  raising  an  additional  $11,251,272,  or 
a  29.4  percent  rise  in  vehicle  fees.  Option  C  would  require  raising  an  additional 
$18,228,386,  or  a  47.7  percent  increase  in  vehicle  fees.  Table  16  on  the  following 
page  summarizes  the  current  fee  structure  and  what  the  block  grant  fee  would  have 
to  raise  to  accomplish  each  of  the  options  listed  above. 
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Table  16 

Vehicle  Fees 

1987 

1987 

1987 

Weight                       Age 

Purpose 

1987 

Option  A 

Option  B 

Option   C 

Under   2,850            0-4 

Local   Gov't 

$   86.00 

S   86.00 

$   86.00 

$   86.00 

Dist.    Court 

7.00 

7.00 

7.00 

7.00 

Block  Grant 

6.00 

31.24 

35.13 

53.23 

Total 

899^00 

$124^24 

$128^13 

$146^23 

5-7 

Local  Gov't 

S  49.00 

$  49.00 

S  49.00 

$  49.00 

Dist.    Court 

5.00 

5.00 

5.00 

5.00 

Block  Grant 

3.00 

15.62 

17.57 

26.62 

Total 

$   57.00 

$   69.62 

$   71.57 

S   80.62 

Over   8 

Local   Gov't 

$   12.00 

$   12.00 

$   12.00 

$   12.00 

Dist.    Court 

2.50 

2.50 

2.50 

2.50 

Block  Grant 

1.50 

7.81 

8.78 

13.31 

Total 

$  16.00 

$_22^31 

$   23.28 

$   27.81 

Over  2,850              0-4 

Local   Gov't 

$111.00 

$111.00 

$111.00 

$111.00 

Dist.    Court 

7.00 

7.00 

7.00 

7.00 

Block  Grant 

7.50 

39.05 

43.92 

66.54 

Total 

$125^50 

$157.05 

$161.92 

$184^54 

5-7 

Local   Gov't 

$   61.00 

$   61.00 

$   61.00 

$   61.00 

Dist.    Court 

5.00 

5.00 

5.00 

5.00 

Block  Grant 

4.00 

20.83 

23.42 

35.49 

Total 

$_70^00 

S_86_^83 

S_89^42 

$101.49 

Over  8 

Local  Gov't 

$   18.00 

S   18.00 

$   18.00 

$   18.00 

Dist.    Court 

2.50 

2.50 

2.50 

2.50 

Block  Grant 

2.00 

10.41 

11.71 

17.74 

Total 

$_22^50 

$   30.91 

$32^21 

$_38_^24 

A  second  alternative  that  the  legislature  could  consider  would  be  to  return  to 
the  property  tax  system  for  registering  light  vehicles.  This  alternative  would  do 
away    with    the    need    for    the    state    to    reimburse    counties    for    lost    revenue.       The 
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counties  would  go  back  to  the  pre-fiscal  1982  method  of  assessing  a  property  tax  on 
all  light  vehicles  in  the  county.  This  alternative  would  cause  disparity  in  the  amount 
of  vehicle  fees  that  individual  counties  would  collect.  Those  counties  with  low  prop- 
erty tax  millage  would  be  assessing  less  for  a  light  vehicle  registration  than  a  county 
with  a  high  millage.  The  state  would  also  still  be  liable  for  payments  to  Lewis  & 
Clark  County  for  fiscal  1982  through   1986.      Table  17   details  the  various  options. 


Table 

17 

Local  Government   Block  Grant  Program 

Options 

Current 

Situation 

Option  A 

Option  B 

Option  C 

Option  D 

LGBG  Program 

$17,253,000 

$17,253,000 

$17,253,000 

$17,253,000 

$       -0- 

One-Time  Costs 

2,249,358 

2,249,358 

2,249,358 

2,249,358 

1,814,822 

Total  1987  Costs 

$19^502^58 

$19,502,358 

$19,502,358 

$19^502,358 

$1,814,822 

Revenues 

Oil  Severance 

$  6,977,114 

$   6,977,144 

$   6,977,144 

$          -0- 

$1,814,822 

Vehicle  Fees 

2,313,100 

12,064,342 

13,564,342 

20,541,486 

-0- 

General   Fund 

460,872 
S   9,751,086 

460,872 
$19,502,358 

(1,039,128) 
$19,502,358 

(1,039,128) 
$19,502,358 

-0- 

Total   Revenue 

$1,814,822 

Shortfall 

$   9^751,272 

-0- 

-0- 

-0- 

-0- 

Option  A: 

Increase  vehicle 

fees  to  make 

up 

the  total  s 

hortfall  for  block 

grant 

funding  with  no  general  fund  savings. 

Option  B :      Increase  vehicle  fees  to  make  up  the  shortfall  for  Block  Grant  funding 
and     replace     the     general     fund     appropriated     for     fiscal     1987,     for     a 
general  fund  savings  of  $1,500,000. 

Option   C:       Increase  vehicle  fees  to  make  up  the  shortfall  for  block  grant  funding 
and  replace  general  fund  and  oil  severance  tax  for  a  general  fund  sav- 
ings of  $1,500,000   and   a   gain   of  new    revenues   to   the   general  fund  of 
$6,977,144. 
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Option  D :       Return  the  program  to  property  tax  funding  for  a  general  fund  gain  of 
$5,623,164. 

ISSUE   7:      ELIMINATE   THE   SCIENCE   AND   TECHNOLOGY   PROGRAM 

As  part  of  the  Build  Montana  Program,  the  legislature  in  1983  created  two  new 
groups  -  the  Advisory  Council  on  Science  and  Technology  and  the  Governor's  Council 
on  Science  and  Technology  -  whose  responsibilities  are  the  development  of  new  ideas 
for  economic  growth.  The  Advisory  Council  on  Science  and  Technology  recommended 
that  for  fiscal  1986  the  public  and  private  sector  share  in  the  investment  to  stimulate 
scientific  investigation  and  technology  use  and  development.  To  accomplish  these 
objectives  the  legislature  appropriated  $2,000,000  of  alternative  energy  funds  for  the 
1987  biennium  to  be  used  for: 

1)  research  and  development  of  new  products,  processes,  or  technologies 
which  will  make  our  basic  industries  more  productive  and  profitable  and 
which  may  have  commercial  application  in  new  business; 

2)  technical  assistance  and  transfer  of  new  technology  to  existing  Montana 
businesses  in  order  to  raise  productivity  and  profitability  and  enhance 
technical  skills  and  productivity  of  Montana  workers; 

3)  seed  capital,  matched  with  private  investment,  to  encourage 
commercialization  of  new  processes  and  products  —  both  in  Montana's  tradi- 
tional industries  and  in  enterprises  created  by  new  technology. 

Through  the  end  of  April  1986  the  department  had  expended  and  encumbered 
$116,967  and  have  made  commitments  of  $1,057,000  of  the  $2,000,000  appropriation.  If 
the  department  does  not  commit  any  more  funds  before  the  end  of  the  fiscal  year  and 
spends  an  additional  $25,000  on  administration,  there  would  be  over  $800,000  that 
could  be  reappropriated  to  the  general  fund  if  the  legislature  eliminated  the  program. 

If  the  legislature  wishes  to  continue  the  administration  of  the  program  for  fiscal 
1987,  the  additional  costs  would  be  $140,000.  This  would  keep  in  place  the  expertise 
to  restart  the  program  when  grant  funds  become  available. 
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Option  A:      Eliminate  the     Science     and     Technolog'y     Program  in  fiscal  1987,    which 

would    allow    the   legislature    to    redirect    $800,000    of   alternative    energy 

funds  to  the  general  fund. 
Option  B:      Eliminate  the  grants  portion  of  the  program  in  fiscal  1987.      This   would 

allow   the  legislature  to  redirect  $660,000  of  alternative  energy  funds  to 

the  general  fund. 
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Governor's  Issues 

Issue  1:   Across  the  Board  Cuts 
Central  Office 

Montnn.i  IVvelopmenI  n  I  Center 
Center  For  the  Aged 
Kastmont  Training  Center 
Mountain  View  School 
Pine  Hills  School 
Montana  State  Prison 
Swan  River  Forest  Camp 
Veteran ' s  Home 
Montana  State  Hospital 
Board  of  Pardons 
Montana  Youth  Treatment  Center 

Total  Across  the  Board  Cuts 


Issue  2:  Central  Office,  Youth  Evaluation  Program 
Issue  3:  Mountain  View,  Youth  Detention 
Issue  4:  State  Hospital,  Lighthouse 

Total  Policy  Cuts 

TOTAL  GOVERNOR'S  CUTS 

LFA  Policy  Options 

Employee  Meals 

Management  Analyst  -  Director's  Office 

Financial  Investigators  -  Management  Services 

Pre-release  Depreciation 

Mental  Health  Centers 

Pine  Hills  School  Interest  and  Income 

Switchboard  Oporators  -  Montana  State  Hospital 

TOTAL  LFA  OPTIONS 

COMBINED  GOVERNOR  CUTS  AND  LFA  OPTIONS 
LESS:   Duplicated  Cuts 

TOTAL  UNDUPLICATED  REDUCTION  OPTIONS 


General  Fund 

-  -  ■ 

-  -  Fiscal  1987  -  - 

•  -  -  ■ 

■   -   -   - 

%   Cut 

Gene; 

ral  Fund 

Other  Funds 

Total 

3.3 

$ 

438,330 

S 

17,232 

$ 

455,562 

0.0 

-0- 

-0- 

-0- 

2.0 

50,096 

-0- 

50,096 

2.0 

41,617 

-0- 

41,617 

3.8 

62,967 

-0- 

62,967 

0.8 

26,804 

-0- 

26,804 

0.8 

117,376 

-0- 

117,376 

3.5 

33,530 

-0- 

33,530 

1.3 

23,836 

-0- 

23,836 

1.8 

354,424 

-0- 

354,424 

5.0 

8,309 

-0- 

8,309 

0.0 

-0- 

-0- 

-0- 

1.6 

SI 

,157,289 

$ 

17,232 

$1 

,174,521 

1  Program 

$ 

110,169 
102,000 

-0- 

-0- 

s 

110,169 
102,000 

$_ 

162,947 
375,116 

-0- 

s_ 

162,947 

$_ 

-0- 

375,116 

• 

$1^532^405 

$_ 

17,232 

$1 

^549,637 

S  962,902 

$(962,902) 

s 

-0- 

23,324 

-0- 

23,324 

52,600 

-0- 

52,600 

32,856 

-0- 

32,856 

877,000 

-0- 

877,000 

59,000 

-0- 

59,000 

78,834 

6,897 

— 

85,731 

$2^86^516 
$3,618,921 

$(956,005} 
$(938,773) 

$1^130^511 

S2: 

,680,148 

$   316,991 

$    -0- 

^ 

316,991 

$3^^301,930 

$(938^773) 

^h 

,363,157 

GOV.    ISSUE   1:      ACROSS   THE   BOARD   CUTS 

The    Governor    recommended    across    the    board    cuts    totaling    $1,174,521    for    the 
Department    of    Institutions.       They    do    not    address    any    specific    budget    reductions. 
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Rather,  they  propose  to  reduce  the  approprintion  authority  for  those  institutions 
identified  and  let  the  institutions  determine  where  and  how  the  cuts  will  actually  be 
made. 

GOV.    ISSUE   2:      CLOSE   THE   YOUTH   EVALUATION   PROGRAM 
See  the  LFA  policy  option  on  page   17 . 

GOV.    ISSUE   3:      CLOSE   THE    YOUTH   DETENTION    CENTER   AT   MOUNTAIN   VIEW 

The  Governor  has  recommended  the  closure  of  the  youth  detention  center  at 
Mountain  View  by  repealing  the  statutory  provisions  of  House  Bill  667,  saving 
$102,000. 

GOV.    ISSUE  4:      LIGHTHOUSE 

The  Governor  has  recommended  as  a  policy  cut,  closing  the  Lighthouse  Drug 
Treatment  Program  located  on  the  Galen  campus  of  Montana  State  Hospital.  After 
phasing  out  those  patients  currently  in  treatment  and  paying  the  termination  pay  of 
7.25   FTE,    the  Governor's  cut  would   save  $162,947   of  general   fund  in  fiscal   1987. 

Closing  Lighthouse  is  not  a  LFA  policy  option  for  three  roa.sons:  1)  stale  statute 
clearly  defines  the  state's  responsibility  to  provide  services,  including  inpatient  ser- 
vices, to  those  who  are  drug  dependent  in  Title  53-24-101,  53-24-103(4)  and 
53-24-207,  MCA;  2)  there  is  no  inpatient  service  alternative  in  the  state  for  those  pa- 
tients who  cannot  pay  for  service;  and  3)  if  the  state  were  to  close  Lighthouse  and 
contract  with  other  drug  programs  to  provide  inpatient  services,  the  costs  would  be 
significantly  higher. 

DUPLICATED   CUTS 

There  are  cuts  identified  in  the  Governor's  budget  and  the  Legislative  Fiscal  An- 
alyst policy  options  that  if  both  were  accepted,  would  be  a  duplication.  They  are  the 
Governor's  across  the  board  cuts  in  the  Directors  Office,  Management  Services  Divi- 
sion,   Mental    Health    and    Residential    Services    Division,    and    Montana    State    Hospital, 
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which  would  duplicate  LFA  policy  options  of  the  management  analyst,  the  financial  in- 
vestigators, the  mental  health  centers,  and  the  switchboard  operators.  As  shown  in 
table  1,   the  total  duplication  would  amount  to  $316,991. 

Table  1 
Duplication  Between  Governor's  Cuts  and  LFA  Options 

Issue/Agency                                                                         Gov.    Cut         LFA  Option  Duplication 

1.  Management  Analyst /Directors  Office                    $   22,391            $        23,324  $   22,391 

2.  Financial  Investigators/Management  Services         36,973                   52,600  36,973 

3.  Mental  Health   Centers                                                     178,793                  877,000  178,793 

4.  Switchboard  Operators/Montana  State  Hospital  354,424                   78,834  78,834 

Total                                                                                    1592^581            |lj.03U758  $316^991 
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Budget   Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%  Change 
FY85-FY87 

FTE 

173.45 

173.45 

170.5 

170.5 

(2.95) 

Personal  Service 
Operating  Expense 
Equipment 

$ 

3,908,300 

1,788,289 

105,704 

$  4,038,023 

2,885,816 

241,283 

$   4,030,869 

1,996,153 

102,405 

$   4,411,707 

2,024,464 

4.990 

9.3 
(29.8) 
(97.9) 

Total  Operating  Costs 
Non-Operating  Costs 

$ 

5,802,293 
7,079,219 

$   7,165,122 
6,625,938 

$   6,129,427 
7,616,081 

$   6,441,161 
7,907,183 

(10.1) 
19.3 

Total  Expenditures 

$12^88U512 

112^191^260 

$13xI45^|08 

$l|iM|.rM4 

==i=s= 

Fund  Source 

General  Fund 
State  Special 
Federal  Revenue 
Proprietary  Fund 

$   9,953,831 

289,306 

2,604,823 

33,552 

$12^.881^512 

$10,764,366 

290,095 

2,736,599 

-0- 

$13^.791^060 

$10,936,968 

335,360 

2,473,180 

-0- 

$13j.745j.508 

$11,667,790 

356,761 

2,323,793 

-0- 

$14x348^344 

8.4 

23.0 

(15.1) 

Total  Funds 

— ^-Q= 

T<5<3ITPC; 

T?ir.^..>l      1  OQ'7 

General  Fund        Other  Funds 

1.    Staff  Meals 

$(962 

;,2oi) 

$962,201 

The  Central  Office  of  the  Department  of  Institutions  provides  direction  and 
administrative  support  for  the  state's  institutions  and  community  programs  involving 
corrections,  mental  health,  alcohol  and  drug  abuse,  and  institutional  programs  for  the 
developmentally  disabled. 

Programs 

Programs  within  the  Central  Office  are  Director's  Office,  Corrections  Division, 
Mental  Health  and  Residential  Services  Division,  Alcohol  and  Drug  Abuse  Division, 
and  Management  Services  Division.  Each  program  will  be  discussed  in  the  narrative 
that   follows.      Table   1   shows  the  FTE   and  funding  level  by  program. 
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Table  1 
1987  Biennium  FTE  and  Appropriation  by  Program 


Program 

Director's  Office 

Management  Services  Div. 

Alcohol   &   Drug  Abuse  Div 

Corrections   Division : 
AdministrMtion 
Pre-rclciiso 
Community  Programs 
Women's  Corrections 
Corrections  Medical 

Mental  Health  Division 


Fiscal   1985 

-  Fiscal 

1986   - 

-  Fiscal 

1987   - 

FTE 

FTE 

Funding 

FTE 

Funding 

9.50 

10.00 

$ 

385,161 

10.00 

$ 

565,475 

31.00 

30.00 

912,662 

30.00 

924,316 

.      10.00 

10.00 

1,664,812 

10.00 

1.662,021 

13.00 

12,00 

398,355 

12.00 

419.124 

11.50 

11.50 

1,468,394 

11.50 

1,527.325 

69.00 

68.00 

2,175,939 

68.00 

2,197,631 

23.45 

24.00 

682,424 

24.00 

721,275 

1.00 

0.00 

595,775 

0.00 

626,172 

5.00 

5.00 

5,461,986 

5.00 

5,705,005 

Total  Agency  n^ill  ll^±M         liSiZiiiiM         ll^±M         liliMliili 

A  total  of  7.55  FTE  were  deleted  from  the  Central  Office  current  level  budget. 
They  include  1.0  FTE  institutional  industries  coordinator,  1.0  FTE  data  entry  opera- 
tor, 2.0  FTE  administrative  officers  in  the  Corrections  Division,  1.55  FTE  correctional 
officers  at  the  Women's  Correctional  Facility,  1.0  FTE  life  skills  attendant  at  the  Wom- 
en's Pre-release  Center,  and  a  1.0  FTE  physician  in  the  Corrections  Medical  Program. 
A  total  of  4.60  FTE  were  added  to  the  Central  Office.  A  .50  FTE  lawyer  and  a  1.0 
FTE  management  analyst  were  added  to  the  Director's  Office  and  3.10  FTE  correctional 
officers  were  added  at  the  Women's  Correctional  Facility. 

ISSUE   1:      FREE   MEAl.S    FOR   INSTITUTIONAL   EMPLOYEES 

Staff  at  the  state's  institutions,  except  the  Montana  Youth  Treatment  Center,  are 
allowed  one  free  meal  per  shift.  The  one  free  meal  per  shift  results  from  a  com- 
bination of  union  contract  provisions  and  past  practices.  According  to  a  Department 
of  Administration  labor  relations  official,  somewhere  between  one-fourth  and  one-third 
of  the  thirty  bargaining  units  covering  Montana  State  Hospital,  the  Montana  State 
Prison,     and     the     Montana     Development     Center     have     provisions    in     their    contracts 
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requiring  one  meal  per  shift.  All  the  other  institutional  staff  receive  a  meal  based  on 
past  practice.  The  elimination  of  this  practice  could  save  the  general  fund 
approximately  $962,200  in  fiscal  1987.  The  1985  legislature  set  the  precedent  for  this 
action  by  not  allowing  the  free  employee  meal  at  the  Montana  Youth  Treatment  Center. 


Table 

2 

Institutional 

Staff  Meal 

Costs  Fiscal   1987 

-Inflated 

Fiscal   1987   Meal   Cost 

s 

FY1985 

Food 

Labor 

Total 

Cost 

Cost 

Cost 

Cost 

Total 

Total 

Per 

Per 

Per 

Per 

Staff 

Staff 

Institution 

Meal 

Meal 

Meal 

Meal 

Meals 

Costs 

Montana  Development 

Center   $3.65 

$0.89 

$2.96 

$3.85 

92,115 

$354,643 

Center  for  Aged 

2.11 

0.85 

1.38 

2.23 

20,250 

45,158 

Eastmont 

2.61 

0.83 

1.93 

2.76 

17,526 

48,372 

Mountain  View 

2.20 

0.94 

1.39 

2.33 

14,586 

33,985 

Pine  Hills 

1.71 

0.98 

0.83 

1.81 

18,550 

33,576 

Prison 

1.24 

0.98 

0.34 

1.32 

76,323 

100,746 

Swan  River 

2.08 

1.08 

1.12 

2.20 

6,953 

15,297 

Vet's  Home 

2.53 

0.78 

1.89 

2.67 

17,315 

46,231 

State  Hospital 

2.31 

0.96 

1.49 

2.44 

115.997 

284,193 

Total 

liiSi 

ii=fi£ 

$1.47 

Miii 

379^615 

$962,201 

Option  A:       Charge 

institutional 

staff  for  meals  reducing  the 

general  fund  approp- 

riations    of    the    institutions    by    $962,201,     and    establish    state    special 
revenue  appropriations  in  the  same  amount  for  employee  meals. 
Option  B:      Take  no  action. 
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DIRECTOR'S   OFFICE 

Budget  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%  Change 
FY85-FY87 

FTE 

9.50 

9.50 

10.00 

10.00 

.50 

Personal  SerArice 
Operating  Expense 
Equipment 

$326,967 

41,619 

216 

$326,292 

38,651 

6,256 

$339,915 

45,246 

-0- 

$526,111 

39,364 

-0- 

61.2 
1.8 

Total  Expenditures 

|M|i|Q| 

yiiiiii 

1385^161 

i5g|^iZ| 

ll-s 

Fund  Source 

General  Fund 
State  Special 
Proprietary  Funds 

$335,250 

-0- 

33,552 

$371,199 
-0- 
-0- 

$385,161 
-0- 
-0- 

$565,475 
-0- 
-0- 

52.3 

Total  Funds 

$368^802 

$37U199 

|M|ii|i 

$565^475 

1987 
3the 

52.3 

General 

Fund        ( 

r  Funds 

1.  Delete  Management  Analyst  Position 

2.  2  Percent  Cuts 

$(23 
$(7 

.324) 
,755) 

-0- 
-0- 

The  Director's  Office  coordinates  and  directs  the  administrative  tasks  of  the  De- 
partment of  Institutions.  The  director,  through  his  staff  and  administrative  programs 
of  the  Control  Office,  assures  the  finnncinl  solvency  and  integrity  of  tlie  depdrtmcMit , 
assures  uniform  and  appropriate  personnel,  budget,  and  legal  policies  and  procedures 
throughout  the  department,  assures  that  appropriate  legal  and  inmate/patient  treat- 
ment policies  are  maintained,  and  oversees  the  construction  and  maintenance  programs 
of  the  10  institution  campuses. 

The  increase  from  fiscal  1985  to  fiscal  1987  results  from  a  line-item  appropriation 
in  the  Director's  Office  budget  of  $172,000  in  fiscal  1987  to  meet  anticipated  additional 
workers'    compensation    costs.      This    amendment    allows    the    director    to    allocate    these 
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funds  to  the  programs  that  experience  workers'  compensation  rate  increases  above  the 
levels  included  in  the  budget.  Other  increases  include  the  pay  plan  of  $13,991  and 
vacancy  savings  realized  in  fiscal  1985  of  $9,570. 

The  1985  legislature  increased  FTE  by  1.5.  This  addition  includes  a  .5  lawyer, 
which  makes  a  total  of  two  full-time  lawyers  compared  to  1.5  FTE  lawyers  in  the  1985 
biennium,   and   1.0   FTE  management  analyst  to  perform  internal  audits. 

Personal  services  were  decreased  by  the  deletion  of  the  industries  coordinator 
position  which  was  funded  by  the  prison  industries  proprietary  account  in  fiscal  1984. 
The  director  determined,  ns  a  result  of  th(^  position  vacancy,  that  current  stuff  can 
operate  the  program  under  the  supervision  of  the  Corrections  Division 
Administrator  without  the  coordinator  position. 

After  adjusting  for  inflation  of  $2,736  in  fiscal  1987,  operating  expenses  actually 
decrease  from  fiscal  1985  by  $2,023.  The  decreases  are  primarily  in  professional  con- 
tracts, $1,347,  and  office  supplies,  $1,277.  Other  minor  differences  amount  to  less 
than  1  percent. 

ISSUE   1:      DELETE  MANAGEMENT   ANALYST   POSITION 

A  management  analyst  position  was  added  by  the  1985  legislature  at  the  agency's 
request  to  perform  internal  audits.  The  Department  has  not  yet  filled  the  position. 
In  light  of  budget  constraints  the  position  is  likely  to  remain  vacant  throughout  the 
biennium  to  accommodate  the  Governor's  budget  cuts.  The  deletion  of  this  position 
will  save  approximately  $23,324  general  fund  in  fiscal  1987. 

Option  A:       Delete  the  management  analyst  position  and  save  approximately  $23,324 

in  fiscal  1987. 
Option  B:      Take  no  action. 


D-8 


DEPARTMENT  OF  INSTITUTIONS 
Pa{?e  6 

ISSUE  2:      REDUCE   THE   FISCAL   1987   GENERAL   FUND  $7,755 

If  the  fiscal  1987  general  fund  is  reduced  by  2  percent,  a  savings  of  $7,755  will 
be  realized.  This  reduction  would  be  consistent  with  the  Governor's  2  percent  cut  in 
fiscal  1986.  The  following  table  shows  the  first  level  adjustments  to  the  Director's 
Office. 


Table  3 
Application  of  2   Percent  Cuts  to  Fiscal  1987 
Director's  Office 


Revised 

Expenditures 

Fiscal  1987 

2%  Cuts 

Fiscal  1987 

Personal  Service 

$520,410 

$6,968 

$513,442 

Operating  Expense 

39,364 

787 

38,577 

Equipment 

-0- 

-0- 

-0- 

Total 

|5||iZZ| 

$IiiP 

llliiQlg 

Funding 


General  Fund 


$559^.774 


$1x755 


|552j,019 


Option  A:      Reduce  the  fiscal  1987  general  fund  $7,755.      If  Option  A  of  Issue  1  is 

selected,   then  no  additional  cuts  should  be  taken. 
Option   B:       Take  no  action. 
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MANAGEMENT   SERVICES 

Budget  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%  Change 
FY85-FY87 

FTE 

31.00 

31.00 

30.00 

30.00 

(1.00) 

Personal   Service 
Operating  Expense 
Equipment 

$659,031 

239,681 

57,392 

$678,127 
188,852 
125,660 

$677,915 

2  33,932 

815 

$716,849 
206,195 

1,272 

5.7 

9.2 

(99.0) 

Total  Expenditures 

liMiiM 

liiLiM 

$912^662 

lilliMi 

=ii±|i 

Fund  Source 

General  Fund 
State  Special 
Federal  Revenue 

$956,104 
-0- 
-0- 

$992,639 
-0- 
-0- 

$905,697 

875 

6,090 

$924,316 
-0- 
-0- 

(6.9) 
-0- 
-0- 

Total  Funds 

L^±U 

lOOTTpC                    _ 

General 

riscai   iboi 
Fund       Other  Funds 

1.  2  Financial  Investigators 

2.  2   Percent   Cuts 

$(52 
$(18 

,600) 
.486) 

-0- 
-0- 

The  Management  Services  Division  provides  technical  assistance  to  the  insti- 
tutions in  budgeting,  accounting,  and  other  management  areas.  The  Reimbursement 
Bureau  is  responsible  for  billing  and  collecting  for  services  provided  to  residents  in 
the  state's  institutions.  The  Information  and  Systems  Bureau  is  responsible  for  coor- 
dinating data  processing  projects  within  the  department. 

The  increase  in  personal  services  from  fiscal  1985  to  fiscal  1987  results  from  the 
pay  plan  increase  of  $37,689  in  fiscal  1987.  The  1985  legislature  deleted  a  1.0  FTE 
data  entry  operator  that  was  left  vacant  in  fiscal  1984  and  fiscal  1985. 

As  a  result  of  a  data  processing  study  authorized  and  conducted  during  the  1985 
biennium ,  the  department  has  implemented  a  new  data  processing  system.  All 
hardware  and   software  costs  are  funded   at  current   level  with  the  exception   of  $23,195 


D-10 


DEPARTMENT   OF  INSTITUTIONS 
Page  8 

per  year  added  for  operating  costs  over  and  above  current  level.  The  department's 
study  indicated  they  could  purchase  hardware,  develop  software,  and  run  the  new 
programs  for  the  same  cost  as  they  were  paying  the  Department  of  Administration  to 
run  programs  on  the  state's  main  computer.  The  Central  Office  has  three 
programmers  so  there  is  no  need  to  contract  for  outside  programming.  Computer 
hardware  that  was  not  purchased  with  the  study  funds  appropriated  in  the  1985 
biennium  will  be  purchased  under  contract  over  the  next  three  years. 

Tlu-  equipment  expenditures  reflected  in  fiscal  1985  include  data  processing 
equipment  mentioned  above.  The  fiscal  1987  equipment  includes  one  typewriter  and 
two  calculators. 

ISSUE   1:      DELETE   2    FTE   FINANCIAL   INVESTIGATORS 

The  financial  investigators  conduct  financial  reviews  to  determine  a  patient's 
ability  to  pay  for  the  services  received  in  the  state's  institutions.  Investigations  are 
required  upon  admission  or  readmission  to  an  institution  as  well  as  once  each  year  for 
long  term  residents  as  set  forth  in  20.11.112(5)  of  the  Administrative  Rules  of 
Montana. 

The  Dej)arlriient  of  Institutions  currently  has  six  financial  investigator  positions, 
and  one  has  been  vacant  since  December.  Three  positions  are  located  at  Montana 
State  Hospital  with  two  on  the  Galen  Campus  and  one  on  the  Warm  Springs  Campus. 
The  remaining  three  investigators  work  out  of  the  department's  central  office  in 
Helena  and  conduct  financial  investigations  of  resid(>nts  of  the  other  five  Mfntal 
Health  and  Residential  Services  Division  institutions.  Admissions  and  readmissions  at 
Montana  State  Hospital  represent  95  percent  of  all  admissions  and  readmissions  of  the 
Mental  Health  Division  and  half  of  the  total  institutional  population.  Based  on  tlie 
comparative  workloads  it  seems  reasonable  to  assume  a  total  of  four  investigators  is 
sufficient  to  provide  the  required  investigations.  This  would  require  deleting  2 
investigators    at    approximately    $24,500    each    plus    the    associated    travel    costs    for    two 
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investipfatoi's     of    $3,()0().        The     totfil     poncral     fund     savirif^s     would     be     npproxiiiuitely 
$52,000. 

Montana  Development  Center,  Eastrnont  Training  Center,  Center  for  the  Aged, 
and  the  Veteran's  Home  have  relatively  stable  populations  and  therefore  less  need  for 
special  financial  investigators.  Not  only  have  the  populations  of  the  above  insti- 
tutions stabilized  but  there  has  also  been  an  overall  decline  in  the  state's  institutional 
pojjulation.  The  mental  health  division  institutional  population  has  declined  from  1,904 
in  fiscal  1975  to  1,056  in  fiscal  1985  while  total  admissions  have  declined  from  1,457  to 
1,340  over  the  same  period.  Readmissions  have  increased  from  666  in  fiscal  1975  to 
1,275  in  fiscal  1985.  There  has  been  no  reduction  in  the  financial  investigation  staff 
over  this  ten  year  period.  The  combination  of  these  tvi;o  factors  indicates  a  reduction 
in  the  financial  investigation   staff  may  be  possible. 

Option  A :       Delete     2     FTE   financial     investigators     for  a  general  fund     savings  of 
$52,600  in  fiscal   1987. 

Option  B :      Delete     1     vacant  FTE  financial  investigator  position  and  the  associated 
travel  costs  for  a  total  general  fund  savings  of  $28,100. 

Option  C :       Take  no  action. 

ISSUE   2:      REDUCE   FISCAL   1987   GENERAL   FUND   2   PERCENT 

If  the  fiscal  1987  general  fund  is  reduced  2  percent,  a  savings  of  $18,486  will  be 
realized.  This  reduction  would  be  consistent  with  the  (^.oveiiiur's  2  percent  cut  in 
fiscal  1986.  The  following  table  shows  the  first  level  adjustrnents  to  th(^  Management 
Services   Division. 
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Table  4 

Application  of  2   Percent   Cuts  to  Fiscal  1987 

Management  Services  Division 


Revised 

Expenditures 

Fiscal  1987 

2%  Cuts 

Fiscal   1987 

Personal   Service 

$716,849 

$14,337 

$702,512 

Operating  Expense 

206,195 

4,124 

202,071 

Equipment 

1,272 

25 

1,247 

Total 

liMiiy 

$18^486 

lifi^iiSfl 

Funding 
General  Fund 


$924^316 


$18^486 


i9Q5^830 


Option  A:      Reduce  the  fiscal  1987  general  fund  $18,486.      If  Option  A  or  B  of 

Issue  1  is  selected  then  no  additional  cuts  are  necessary. 
Option   B:       Take  no  action. 
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ALCOHOL  AND  DRUG   ABUSE  DIVISION 

Actual 

Actual 

After   2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

O 

0 

Change 

Budget   Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

10.00 

10.00 

10.00 

10.00 

0.00 

Personal  Service 

$     255,165 

$     269,036 

$     276,914 

$     286,845 

6.6 

Operating  Expense 

100,649 

73,425 

116,988 

99,874 

36.0 

Equipment 

8,125 

7,687 

3,000 

3,000 

(61.0) 

Total  Operating  Costs 

$     363,939 

$     350,148 

$     396,902 

$     389,719 

11.3 

Non-Operating  Costs 

1,269,013 

1,324,079 

1,267,910 

1,272,302 

(3.9) 

Total  Expenditures 

$1,632^952 

$1-l674^227 

li^iiiiiil 

liiiiliPi 

=LMl 

Fund   Source 

General  Fund 

$     219,592 

$     230,925 

$      215,200 

$     219,592 

(4.9) 

State  Special 

289,306 

290,095 

334,235 

356,511 

22.9 

Federal  Revenue 

1,124,054 

1,153,207 

1,115,377 

1,085,918 

(5.8) 

Total  Funds 

|lig2|iii2 

$U674^227 

$U664^812 

|iiM2^021 

=LMl 

TCCTTFC 

)87 

riscal   1; 

General 

Fund        Other 

Funds 

1.    2   Percent   Cuts 

$(4,: 

392) 

-0- 

The  Alcohol  and  Drug  Abuse  Division's  (ADAD)  role  is  to  administer  chemical  de- 
pendency programs  and  distribute  state  funds  to  certified  community  {)r()|':rnms.  The 
division  approves  treatment  facilities  and  programs,  certilies  approved  programs,  and 
prepares  a  long-term  state  chemical  dependency  plan. 

Operating  expenses  increased  from  fiscal  1985  in  three  areas:  (1)  data  process- 
ing costs  of  $9,800  spent  in  the  base  year,  fiscal  1984,  and  budgeted  in  both  fiscal 
1986  and  1987  were  not  expended  in  fiscal  1985,  (2)  publication  expenses  of  $1,947 
were  spent  in  the  base  year  and  budgeted  in  each  year  of  the  biennium  but  not  spent 
in   fiscal   1985,    and    (3)   $7,690   less   was   spent   on   in-state   travel   in   fiscal   1985   than   in 
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the  base  year  and  subsequently  budgeted  in  each  year  of  the  1987  biennium.  The 
balance  of  the  difference  is  due  to  inflation  in  fiscal  1987  of  $6,884. 

Equipment  is  for  the  purchase  of  six  films  per  year.  These  films  are  purchased 
for  distribution  to  the  local  alcohol  and  drug  programs  through  the  health  department 
film  library. 

Non-operating  expenses  consist  of  the  distribution  of  alcohol  earmarked  tax  reve- 
nue to  county  alcohol  programs,  discretionary  grants  to  local  alcohol  programs,  and 
grants  to  local  drug  programs.  The  table  below  shows  the  non-operating  expenses 
and  funding. 

Table  5 
Alcohol  and  Drug  Abuse  Division  Non-operating  Expenses  and  Funding  -  Fiscal  1987 


IVdeia 

General 

Block 

Fund 

Alcohol* 

Grant 

Federal 

General 

Block 

Fund 

Alcohol* 

Grant 

Total  Fund     Alcohol*      Grant      Total 

County  Payments   S    -0-  $1,589,771  $  248,202  $1,837,973  $    -0-  $1,589,771  $  248,202  $1,837,973 
Discretionary 

Grants              -0-        -0-     398,622     398,622  -0-        -0-     398,622     398,622 

Drug  Program       219,592  h°I     405,886     625,478  219,592  ^           405,886     625,478 

Total        $219^92   $1^589^71   $lj052^10  $2^862^73  $219^92  $1^589^71  $1,052,710  $2^62^073 


*The  alcohol  earmarked  revenue  is  appropriated  by  statute  in  Section  53-24-206,  MCA.  Therefore,  the 
alcohol  funds  are  not  included  in  the  non-operating  costs  on  the  ADAD  main  table. 


Non-operating  expenses  decrease  as  a  result  of  decreasing  federal  funds  and 
maintaining  general  fund  at  a  constant  matching  level.  In  the  drug  program,  the 
general  fund  provides  a  35  percent  match  against  federal  block  grant  funds.  This 
match  is  not  a  federal  block  grant  requirement  but  is  based  on  past  practice. 

House  Bill  500  authorizes  the  department  to  maintain  an  aggregate  funding  level 
of  $2,236,595  during  fiscal  years  1986  and  1987  for  those  substance  abuse  programs 
that    during    fiscal    1984    were    partially    or    totally    funded    by    county    payments    and 
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discretionary  grants  under  the  provision  of  Section  53-24-206,  MCA.  Expenditures  of 
revenues  available  under  Section  53-24-206,  MCA,  when  combined  with  the 
discretionary  distribution  of  the  federal  alcohol  abuse  block  grant,  may  not  exceed 
the  aggregate  funding  totals  specified  above.  The  total  authorized  here  consists  of 
$1,589,771  alcohol  funds,  $248,202  of  federal  block  grant  carry-over  funds  and 
$398,622  of  federal  block  grant  discretionary  funds  as  reflected  in  table  5. 

The  alcohol  funds  are  distributed  to  counties  based  on  a  formula  which  includes 
both  population  and  land  area.  The  counties  then  distribute  the  funds  to  approved 
private  non-profit  and  county  alcohol  programs.  The  sources  of  these  alcohol  funds 
are  the  excise  tax  on  wine  and  beer,  the  liquor  license  tax,  and  the  federal  alcohol 
abuse  block  grant.  The  block  grant  funds  are  legislatively  appropriated  to  the  de- 
partment for  distribution  to  the  alcohol  programs,  while  the  earmarked  alcohol  funds 
are  appropriated  in  statute. 

ISSUE   1:      REDUCE   THE  FISCAL   1987   GENERAL   FUND   2   PERCENT 

If  the  fiscal   1987   general  fund  is  reduced  by  2   percent,    a  savings  of  $4,392   will 

be  realized.      This  reduction  would  be  consistent   with  the   Governor's   2   percent   fiscal 

1986  cuts. 

As  table   6   shows,    the   ADAD   cuts   are  in  non-operating  expenses   since   the  ADAD 

general  fund  is  used  in  the  drug  programs. 
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Table  6 

Application  of  2  Percent  Cuts  to  Fiscal  1987 

Alcohol  and   Drug  Abuse  Division 


Revised 

Expenditures 

Fiscal  1987 

2%   Cuts 

Fiscal  1987 

Personal  Service 

$      286,845 

$     -0- 

$     286,845 

Operating  Expense 

99,874 

-0- 

99,874 

l''qui})nient 

3,000 

-0- 

3,000 

Total 

$      389,719 

$     -0- 

$      389,719 

Non-Operating 

1,272,302 

4,392 

1,267,910 

Total 

$L..662^021 

14^392 

^Ll657^629 

Funding 

General  Fund 

$      219,592 

$4,392 

$     215,200 

State  Special 

356,511 

-0- 

356,511 

Federal   &   Other 

1,085,918 

-0- 

1,085,918 

Total 

|1^M|^0|1 

li-Sil 

$US57^629 

Option  A :       Reduce 

the 

fiscal  1987  general 

fund  $4,392. 

Option   B:       Take  no 

1  action. 
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CORRECTIONS   DIVISION 

Actual 

Actual 

After  2% 

Approp . 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

% 

Change 

Budget  Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

93.50 

93.00 

91.50 

91.50 

(1.50) 

Personal  Service 

$2,038,299 

$2,072,840 

$2,075,108 

$2,183,057 

5.3 

Operating  Expense 

682,538 

689,745 

736,807 

772,511 

12.0 

Equipment 

34,164 
$2,755,001 

90,841 
$2,853,426 

98,590 
$2,910,505 

-0- 
$2,955,568 



Total  Operating  Costs 

3.6 

Non-Operating  Costs 

741,186 

1,004,528 

1,132.183 

1.188,512 

18.3 

Total  Expenditures 

iJilifiiiSI 

|3iS5IiiM 

liiMliMi 

MiMliMQ 

J=±i 

Fund  Source 

General  Fund 

$3,490,012 

$3,855,640 

$4,039,843 

$4,141,131 

7.4 

State  Special 

-0- 

-0- 

250 

250 



Federal  Revenue 

6,175 

2,314 

^  )  0 «79 

2,699 

16.6 

Proprietary  Funds 

-0- 
$3^435.121 

-0- 

-0- 

-0- 



Total  Funds 

JL±i 

ISSUES   

Fiscal 

1986 

-   Fiscal  1987 

_    _    _    _ 

General  Fund 

Other   Funds           General 

Fund        Other   Funds 

1.   Men's  Pre-release 

$(32,856) 

-0- 

$(32 

:,856) 

-0- 

2.   Youth  Evaluation 

Program 

-0- 

-0- 

$(127 

.689) 

-0- 

3.    2  Percent  Cuts 

-0- 

-0- 

$(82 

1.823) 

-0- 

The  Corrections  Division  provides  coordination ,  supervision .  and  support  to  the 
correctional  programs  of  the  state.  These  programs  include  the  Montana  State  Prison, 
Swan  River  Forest  Camp,  Pine  Hills  School,  Mountain  View  School,  Women's 
Correctional  Facility,  five  prc-rclcaso  centers.  Juvenile  Aftercare,  Pi-obation  and 
Parole,   and  the  Corrections  Medical  Programs. 

The  Central  Office  budget  includes  corrections  administration,  men's  pre-release 
centers,  community  programs,  women's  corrections,  and  corrections  medical.  The 
main  table  above  includes  all  but  women's  corrections  and  corrections  medical,  which 
are  shown  separately  later  in  this  section. 
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The  increase  in  personal  services  from  fiscal  1985  to  fiscal  1987  is  due  to  the 
pay  plan  increases.  The  FTF.  level  has  decreased  as  a  result  of  eliminating  two  va- 
cant administrative  officer  positions  which  were  vacant  in  fiscal  1984  and  fiscal  1985. 

Operating  expenses  increased  in  two  areas;  (1)  building  rent  increased  $18,704 
from  fiscal  1985  to  fiscal  1987  as  a  result  of  increases  at  the  Missoula  Pre-release 
Center  of  $6,341  and  the  Billings  parole  and  probation  office  of  $12,363,  and  (2) 
$12,117  for  additional  EMIT  supplies,  which  are  used  to  test  for  illicit  drugs.  The 
balance  of  the  difference  is  due  to  inflation  of  $58,809  in  fiscal  1987. 

Non-operating  costs  support  the  three  men's  contract  pre-release  centers.  The 
major  increase  is  due  to  inflation  in  fiscal  1987  of  $106,855.  The  balance  is  due  to 
line  items  added  to  the  contracts  to  cover  psychological  exams,  EMIT  supplies, 
personal  items,  utiHties,  and  depreciation.  These  line  items  add  approximately 
$74,000  to  the  base. 

ISSUE      1:         REDUCE      DEPRECIATION      LINE      ITEMS      FOR      THE      MEN'S      CONTRACT 
PRE-RELEASE   CENTERS 

Depreciation  was  inadvertently  included  twice  in  the  men's  contract  pre-release 
center  budgets.  The  subcommittee  included  $10,952  per  center  during  the  hearings, 
or  a  total  of  $32,856.  Later  the  House  Appropriations  Committee  also  included  $5,000 
per  center.  The  intent  of  the  House  Appropriations  Committee  was  to  only  allow 
$5,000  per  center  each  year,  however,  no  action  was  taken  to  delete  the  $10,952  per 
center.  The  following  table  from  page  277  of  the  Legislative  Fiscal  Analyst 
Appropriations   Report  is  included  to  illustrate  the  problem. 
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Table  7 
Total  Cost  of  Pre-release   Centers  at  25   Average  Daily  Population 

Fiscal   1986 


Butte 

(Ireat    Falls 

Hillings 

Pre- release 

Pre-release 

Alpha    llouHc 

Total 

Total   Care   Days 

9,125 

9,125 

9,125 

27,375 

Cost  Per  Day 

$     36.92 

$     39.29 

$      38.22 

$ 

38.15 

Contract  Cost 

$336,950 

$358,512 

$348,784 

$1 

,044,246 

Add:    Phsychological 

$     1,550 

$     1,550 

$     1,550 

$ 

4,650 

EMIT   Supplies 

8,484 

8.484 

8,484 

25,452 

Personal   Items 

643 

643 

643 

1,929 

Utilities 

12,854 

12,854 

5,447 

31,155 

♦Depreciation 

15,952 

15,952 

15,952 

47,856 

Total   Cost   Per  Day 

$     41.25 

$     43^2 

L=^UU 

L= 

42^20 

*Note:      Depreciation   was  inadvertently  included  twice;    the  subcommittee  included 
$10,952   per  center,    then  the   House  Appropriations   Committee  included  $5,000  per  cen- 
ter.     The  intent  of  the   House  Appropriations   Committee  was  to  allow  only   $5,000  per 
center  per  year.      However,   the  $10,952  per  center  is  also  in  the  appropriation  amount. 


Option  A:      Reduce  fiscal  1986  and  1987  by  $32,856,   respectively. 
Option  B:      Take  no  action. 

ISSUE   2:      CLOSE   THE   YOUTH   EVALUATION   PROGRAM 

The  Youth  Evaluation  Program  is  located  in  Great  Falls  and  conducts  45-day 
evaluations  in  a  community  setting.  The  program  has  an  average  daily  population  of 
5.3  youth  and  serves  approximately  55  youth  per  year  with  6.0  FTE.  The  Governor's 
budget  office,  during  the  1985  session,  recommended  closing  the  Youth  Evaluation 
Program  and  conducting  the  evaluations  at  Mountain  View  School  and  Pine  Hills 
School. 

Closing  YEP  on  June  30  would  save  approximately  $127,689  in  fiscal  1987.  The 
incremental  costs  of  adding  5.3  ADP  to  Mountain  View  School  and  Pine  Hills  School 
should    not    create    fiscal    hardships    for    either    institution.      In    subcommittee    hearings 
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during   the    last    regular    session    of   the    legislature,    the    department    director    testified 
that  evaluations  of  the  YEP  youth  could  be  conducted  at  the  institutions. 

Option  A:      Discontinue  the  Youth  Evaluation  Program  saving  $127,689  general  fund 
and    move    the    45-day    evaluations    to    Mountain    View    and    Pine     Hills 
Schools. 
Option  P :      Take  no  action. 

ISSUE   3:      REDUCE   THE   FISCAL   1987   GENERAL   FUND   2   PERCENT 

If  the  fiscal  1987  general  fund  is  reduced  by  2  percent,  a  savings  of  $82,823  will 
be  realized.  This  reduction  is  consistent  with  the  Governor's  2  percent  fiscal  1986 
cuts.  The  following  table  shows  the  first  level  reductions  to  the  Correction's  Divi- 
sion. 


Table  8 

Application  of  2  Percent   Cuts  to  Fiscal  1987 

Correction's  Division 


Expenditures 

Fiscal  1987 

2%  Cuts 

Revised 
Fiscal  1987 

Personal  Services 
Operating  Expenses 
Equipment 

$2,183,057 

772,511 

-0- 

$43,662 

15,391 

-0- 

$2,139,395 

757,120 

-0- 

Total 
Non-Operating 

$2,955,568 
1,188,512 

$59,053 
23,770 

$2,896,515 
1,164,742 

Total 

U^IH^O^Q 

m^m 

IliQfiiilSI 

Funding 

General  Fund 
State  Special 
Federal  &  Other 

$4,141,131 

250 

2,699 

$82,823 
-0- 
-0- 

$4,058,308 

250 

2,699 

Total 

MiiMiMS 

liiiiy 

$4,061^257 

Option  A:      Reduce 

the 

fiscal   1987   general 

fund  by   $82,823, 

,      If 

Option   A  of  Issue 

2  is 

selectei 

d,   then  no  additional  cuts  should  be 

taken. 

Option  B:       Take 

nc 

1  action. 
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WOMEN'S 

1    CORRECTIONS 

Budget  Item 

Actual 

Fiscal 

1984 

Actual              After  2% 

Fiscal                 Fiscal 

1985                    1986 

Approp. 

Fiscal 

1987 

%  Change 
FY85-FY87 

FTE 

23.45 

23.45                  24.00 

24.00 

.55 

Personal  Service 
Operating  Expense 
Equipment 

$408,791 

138,829 

3,714 

$440,009            $482,051 

179,040              200,373 

17,906                      -0- 

$510,621 

209,936 

718 

16.1 

17.3 

(96.0) 

Total  Expenditures 

$551^334 

liMiili           |i§2^424 

$721^275 

=llii= 

Fund  Source 


General  Fund 


$551^.334  $636^955  1682^.424         $721^275 


13.2 


ISSUES 


1.    2  Percent  Cuts 


Fiscal   1987   

General  Fund        Other  Funds 


$(14,426) 


-0- 


The  Women's  Corrections  Program  has  three  components.  (1)  The  Women's 
Correctional  Facility  at  the  Warm  Springs  Campus  of  Montana  State  Hospital  is  a 
minimum-to-medium  security  facility  for  Montana's  female  offenders  requiring  incar- 
ceration. (2)  The  Billings  Life  Skills  Pre-release  Center  located  in  Billings  is  a  state 
operated  pre-release  center  with  a  capacity  for  12  women  inmates.  (3)  The  third 
component  is  the  housing  of  female  offenders  in  jails  within  the  state  pending 
placement,  or  in  out-of-state  prisons  because  of  their  security  classification.  The 
current  level  allows  for  an  average  daily  population  of  25  women  at  the  women's 
prison  in  Warm  Springs  and  eight  women  at  the  Billings  Pre-release  Center,  The 
budget  also  allows  for  one  out-of-state  placement  costing  $17,155.  This  is  an  increase 
in  the  average  daily  population  of  ten  over  fiscal  1984.  The  daily  population  at  the 
Women's  Correctional  Facility  averaged  25.4  in  fiscal  1985  and  has  averaged  28.3  in 
the  first  six  months  of  fiscal  1986.  The  Billings  Life  Skills  Pre-release  Center 
averaged   8.6  in   fiscal    1985   and   9.2    for  the   first   half  of  fiscal    1986. 
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The  increase  in  personal  services  from  fiscal  1985  to  fiscal  1987  results  from 
three  factors:  (1)  pay  plan  increases  in  fiscal  1987  of  $27,173,  (2)  the  net  increase 
in  FTE  of  .55  costing  approximately  $7,300,  and  (3)  net  vacancy  savings  realized  in 
fiscal  1985  of  approximately  $26,000. 

Operating  expenses  increase  due  to  fiscal  1987  inflation  of  $17,942  and  the 
$21,454  appropriated  for  the  placement  of  women  prisoners  out-of-state.  These 
increases  arc  offset  by  reductions  in  budgeted  food  costs  of  $4,400,  budgeted  natural 
gas  costs  of  $3,434,  and  one-time  communication  charges  of  $1,700.  Other  minor 
changes  amount  to  less  than   1  percent. 

ISSUE   1:      REDUCE   THE   FISCAL   1987   GENERAL   FUND   2   PERCENT 

If  the  fiscal  1987  general  fund  is  reduced  by  2  percent,  a  savings  of  $14,426  will 
be  realized.  This  reduction  would  be  consistent  with  the  Governor's  cuts  in  fiscal 
1986.      The  following  table  shows  the  first  level  adjustments  to  women's  corrections. 


Table  9 

Application  of  2  Percent  Cuts  to  Fiscal  1987 

Women's   Corrections   Program 


Expenditures 

Fiscal   1987 

2%   Cuts 

Revised 
Fiscal   1987 

Personal  Service 
Operating  Expense 
Equipment 

$510,621 

209,936 

718 

$10,213 

4,199 
14 

$500,408 

205,737 

704 

Total 

|Iil±iZ| 

lil-iM 

$706^849 

Funding 

General  Fund 

$721^275 

$14^426 

|7Q§^849 

Option  A:       Reduce 

the 

fiscal  1987   gene 

iral 

fur 

Id  by  $14, 

426. 

Option   B:       Take 

nc 

1  action. 
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CORRECTIONS   MEDICAL 


Budget  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

I   Change 
FY85-FY87 

FTE 

1.00 

1.00 

0.00 

0.00 

(1.00) 

Personal  Service 
Operating  Expense 
Equipment 

$  52,269 

530,529 

-0- 

$  78,549 

664,589 

-0- 

$743^132 

$         -0- 

595,775 

-0- 

$         -0- 

626,172 

-0- 

-0- 

(5.8) 

-0- 

Total  Expenditures 

Ll^±U 

Fund   Source 

General  Fund 


$5S2^12S 


$742^138 


$525^115         $622^172 


115^71 


The  Corrections  Medical  Program  consolidates  tlic  outside  medical  costs  of  all  the 
correctional  institutions  as  well  as  the  pre-release  centers  and  after-care.  Medical 
costs  at  Mountain  View  School  and  Pine  Hills  School  have  been  added  to  the 
corrections  medical  budget  for  the  1987  biennium.  The  total  average  daily  population 
served  by  this  program  is  projected  to  be  1,256. 

The  physician  position  which  was  reflected  in  fiscal  1984  costs  has  been 
transferred  to  the  prison  budget. 

Budgeted  operating  costs  decrease  from  fiscal  1985  to  fiscal  1987  even  though  the 
fiscal  1987  budget  includes  the  addition  of  medical  costs  of  $42,490  for  Mountain  View 
and  Pine  Hills.  After  adjusting  for  inflation  in  fiscal  1987,  the  actual  decrease  is 
$97,072.  This  results  from  higher  than  anticipated  costs  in  fiscal  1985  where 
operating  expenses  increased  $134,060  over  fiscal  1984.  Through  March  1986,  the 
department  has  spent  $591,074  or  99  percent  of  its  fiscal  1986  budget  allocation  of 
$595,775.  It  should  be  noted  that  this  allocation  is  after  the  fiscal  1986  2  percent  cut 
of  $12,159.  The  department  is  spending  at  the  rate  of  $66,600  per  month.  If  this 
level  continues  the  department  will  be  out  of  funds  by  December  1986,  or  half  way 
through  fiscal  1987. 
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The  accelerated  use  of  these  funds  results  primarily  from  two  factors;  1)  the 
correctional  institution  populations  are  approximately  18  percent  higher  than  anticipat- 
ed, and  2)  several  high  cost  medical  expenditures,  particularly  for  prison  inmates. 
The  following  is  a  list  of  fiscal  1986  medical  costs  in  excess  of  $10,000  paid  for  prison 
inmates. 

Table   10 
Montana   State  Prison  Medical  Costs  in  Excess  of  $10,000 

Fiscal  1986 


Gallbladder  Removal 

Colostomy 

Self- Ingested   Foreign   Body 

Thrombophlebitis 

Hodgkins  Disease 

Pneumonia 

Angioplasty-Occluded  Coronary  Artery 

Pneumonia 

Infected  Cervical  Fusion 

Self-Ingested  Foreign  Body 

Attempted   Self  Strangulation 

Total 


$   34, 

,475 

29. 

,047 

14. 

,709 

14. 

,259 

25. 

,530 

13. 

,200 

11. 

,947 

29. 

,879 

20. 

,790 

19. 

,537 

15, 

,303 

$228. 

,676 

Note:      The  above  data  does  not  represent  all  medical  costs  of  the  prison. 

The  Department  has  no  control  over  the  number  of  inmates  sentenced  by  the 
courts  or  the  medical  condition  of  those  sentenced.  The  only  controls  the  department 
has  over  this  budget  is  a  medical  review  board,  which  reviews  requests  for  elective 
treatment  of  medical  problems  of  a  non-emergent  nature,  and  preventive  measures  that 
can  be  practiced  within  the  institutions. 

With  the  transfer  authority  included  in  House  Bill  500,  the  Department  could  use 
savings  realized  by  the  delayed  prison  expansion  to  apply  to  this  projected  shortfall. 
However,  fiscal  1986  savings  at  the  prison  would  have  to  be  applied  to  the  fiscal  1986 
medical  budget   shortfall. 
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MENTAL 

HEALTH    DIVISION 

Budget  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%   Change 
FY85-FY87 

FTE 

5.00 

5.00 

5.00 

5.00 

0.00 

Personal  Service 
Operating  Expense 
Equipment 

$     167,778 

54,444 

2,093 

$     224,315 
5,069,020 

$     173,170 
46,986 
12,826 

$     232,982 
5,281,965 

$      178,965 

67,032 

-0- 

$     245,997 
5,215,989 

$      188,224 

70,412 

-0- 

$     258,636 
5,446,369 

8.7 
49.9 

Total  Operating  Costs 
Non-Operating  Costs 

11.0 
3.1 

Total  Expenditures 

$5^293^.335 

liiiyiili 

$5^46U98g 

iiiiQiiQM 

==Sil 

Fund  Source 

General  Fund 
Federal  Revenue 

$3,818,741 
1,474,594 

$3,933,880 
1,581,067 

$4,112,868 
1,349,118 

$4,469,829 
1,235,176 

13.6 
(21.9) 

Total  Funds 

$1^.293^335 

IliiiiiMZ 

$5^461^986 

IlilQiiQDi 

3^5 

iccrTp-o 

i?-:„«.,i    11 

387 

the 

General  Fund        01 

r  Funds 

1.  Reduce  CMHC  Contracts 

2.  2   Percent   Cuts 

$(877 
$(89, 

,000) 
397) 

-0- 
-0- 

The  Mental  Health  and  Residential  Services  Division  provides  administrative  su- 
pervision and  coordination  for  the  institutional  and  community  programs  for  the 
mentally  ill,  institutional  programs  for  the  developmentally  disabled,  and  institutional 
programs  for  veterans  and  geriatrics  with  emotional  problems.  Community-based  ser- 
vices for  the  mentally  ill  are  provided  through  contracts  administered  by  the  Mental 
Health  Division  with  the  five  private,  non-profit,  regional  community  mental  health 
centers  (CMHC).  The  division  contracts  for  in-patient,  emergency,  day  treatment, 
transitional  living,   community  living  support,   out-patient,   and  prevention  services. 
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The  personal  service  increase  from  fiscal  1985  to  fiscal  1987  results  from  pay 
plan  increases  of  $8,290  in  fiscal  1987  and  vacancy  savings  of  $4,502  realized  in  fiscal 
1985.     Other  differences  amount  to  less  than   1  percent. 

Operating   costs   increase   $23,426    from    fiscal    1985    to    fiscal    1987,      This   increase 
results   from  inflation  of  $5,593,    and  an  overall  savings  realized  in  the  fiscal  1985  op- 
erating expenses  of  $32,625  offset   by  the  addition  of  $13,484  of  training  funds. 
Other  differences  amount  to  less  than   1   percent. 

Non-operating  costs  reflect  the  contracts  with  the  five  regional  community  mental 
health  centers. 

Federal  block  grant  funds  decrease  from  the  1985  biennium  to  the  1987  biennium 
as  a  result  of  three  factors;  1)  federal  legislation  limited  the  block  grant  to  no 
increase  above  the  1985  level,  2)  the  division  will  run  out  of  block  grant  carryover 
funds  in  fiscal  1986  leaving  only  the  1985  grant  amount  for  fiscal  1987,  and  3)  the 
division  had  a  one-time  federal  jobs  bill  grant  of  $76,876  in  the  1985  biennium  that  is 
not  carried  into  the  1987  biennium.  The  general  fund  was  increased  in  the  1987 
biennium  to  maintain  current  level  services  to  the  community  mental  health  centers. 

ISSUE  1:  r.IIMfT  THE  PURCHASE  OF  SERVICES  AT  THE  COMMUNITY  MENTAL 
HEALTH  CENTERS  TO  THOSE  PATIENTS  FUNCTIONING  AT  LEVELS  1  THROUGH  5 
ON    THE   FUNCTIONING   ASSESSMENT    SCALE,    FAS 

Title  53,  Chapter  21,  parts  1-5  of  the  Montana  Codes  Annotated  describes  the 
State's  responsibility  for  the  treatment  of  the  seriously  mentally  ill.  The  purpose  of 
this  part  as  stated  in  Section   53-21-101,    MCA,   is  to: 

1)  secure  for  each  person  who  may  be  seriously  mentally  ill  or  suffering 
from  a  mental  disorder  such  care  and  treatment  as  will  be  suited  to  the 
needs  of  the  person  and  to  insure  that  such  care  and  treatment  are 
skillfully  and  humanely  administered  with  full  respect  for  the  person's 
dignity  and  personal  integrity; 

2)  accomplish  this  goal  whenever  possible  in  a  community-based  setting; 

3)  accomplish  this  goal  in  an  institutionalized  setting  only  when  less  re- 
strictive alternatives  are  unavailable  or  inadequate  and  only  when  a 
person  is   so  mentally  ill  as  to  require  institutionalized  care;    and 
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4)  assure  that  due  process  of  law  is  accorded  any  person  coming  under 
the  provisions  of  this  part. 

As   stated   above,    the   state's   purpose  is   to   Kc<'ure  car(^   and   treatment    for   persons 

who   are   seriously   mentally   ill   or   suffering   from   a   mont»il   disorder.      The   following  are 

the    definitions    of   seriously    mentally   ill   and    mental    disorders    as    provided   in    Section 

53-21-102,   MCA: 

(5)  "Mental  disorder"  means  any  organic,  mental,  or  emotional  impairment 
which  has  substantial  adverse  effects  on  an  individual's  cognitive  or 
volitional  functions. 

(14)  "Seriously  mentally  ill"  means  suffering  from  a  mental  disorder  which 
has  resulted  in  self-inflicted  injury  or  injury  to  others  or  the  imminent 
threat  thereof  or  which  has  deprived  the  person  afflicted  of  the  ability 
to  protect  his  life  or  health.  For  this  purpose,  injury  means  physical 
injury.  No  person  may  be  involuntarily  committed  to  a  mental  health 
facility  or  detained  for  evaluation  and  treatment  because  he  is  an  epi- 
leptic, mentally  deficient,  mentally  retarded,  senile,  or  suffering  from 
an  mental  disorder  unless  the  condition  causes  him  to  be  seriously 
mentally  ill  within  the  meaning  of  this  part. 

The  department  contracts  with  the  5   regional  community  mental  health  centers  on 

a    fee-for-service    basis.      The    department    currently    contracts    for    a    range    of   mental 

health  services  to  be  provided  to  clients  who  are  functioning  at  a  level  of  6  or  below 

on  the  functioning  assessment  scale   (FAS). 

FUNCTIONING  ASSESSMENT   SCALE 

Level  1:      Dysfunctional  in  all  four  areas  (personal  self-care,    social, 

vocational/educational,  and  emotional  symptoms/stress  tolerance) 
and  is  almost  totally  dependent  upon  others  to  provide  a  support- 
ive,  protective  environment. 

Level  2:      Not   working;   ordinary  social  unity  cannot  or  will  not  tolerate  the 
person;    can   perform   minimal  self-care   functions  but  cannot   assume 
most    responsibilitioH    or    toi(!rate    socJal    (MicounttM'H    Ixyond    rcnliMc 
tiv<>   HcftuigH   (e.g.,    in   group,    play,   or  ocrnpatlona!   therapy). 

Level  3:      Not   working;    probably  living  in  ordinary   social  unity   but   not 

without  considerable  strain  on  the  person  and/or  on  others  in  the 
household.  Symptoms  are  such  that  movement  in  the  community 
should  be  restricted  or  supervised. 

Level  4:      Probably  not  working,   although  may  be  capable  of  working  in  a 

very  protective  setting;  able  to  live  in  ordinary  social  unit  and 
contribute    to    the    daily    routine    of    the    household;     can    assume 
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responsibility  for  all  personal  self-care  matters;  stressful  social 
encounters  ought  to  be  avoided  or  carefully  supervised. 

Level  5 :     Emotional  stability  and  stress  tolerance  are  sufficiently  low  that 

successful  functioning  in  the  social  and/or  vocational  educational 
realms  is  marginal.  The  person  is  barely  able  to  hold  on  to  ei- 
ther job  or  social  unit,  or  both,  without  direct  therapeutic  inter- 
vention and  a  diminution  of  conflicts  in  either  or  both   realms. 

Level   r> :      The  person's  vocational  and/or  social  areas  of  functioning  are 

stabilized,  but  only  because  of  direct  therapeutic  intervention. 
vSymptoiu  presence  and  severity  are  probably  sufficient  to  be  both 
noticeable  and  somewhat  disconcerting  to  the  client  and/or  to 
those  around  the  client  in  daily  contact. 

Level  6  was  negotiated  as  the  cut-off  point  in  1981  when  the  fee- for- service  was 
instituted.  There  seems  to  be  a  conflict  between  what  Section  53-21-102,  MCA, 
defines  as  seriously  mentally  ill  or  a  mental  disorder,  for  which  the  state  wishes  to 
secure  services,  and  the  person  functioning  at  level  6  on  the  FAS.  A  person  who  is 
stabilized  and  functioning  on  the  job  or  socially  and  cognizant  of  the  presence  of 
symptoms  as  to  be  disconcerted,  probably  does  not  have  substantial  effects  from 
organic,  mental  or  emotional  impairment  and  would  not  be  considered  seriously 
mentally  ill.  Therefore  if  the  FAS  is  to  be  used  as  a  determinant  for  state  purchased 
services,  then  the  level  at  which  the  state  purchases  services  should  closely  coincide 
with  provisions  of  Sections  53-21-101  and  102,   MCA. 

The  elimination  of  services  for  FAS  level  6  will  save  approximately  $877,000 
general  fund  in  fiscal  1987.  This  is  based  on  services  provided  to  mental  health 
center  clients,  levels  1  through  5,  in  fiscal  1985  and  uses  fiscal  1986  unit  rates 
inflated  by  2.9  percent.  The  units  provided  to  levels  1  through  5  have  been  reduced 
by  the  fiscal  1985  proportion  of  medicaid  re-imbursable  to  total  state  billable  services. 
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Table   11 

Projected   Savings  Generated  by  Limiting 

the  Purchase  of  Services  to  the  Fiscal  1985   Levels   1  through  5 


FY  I'lHV 

IT  19R7 

l-Y  19H7 

FY  1987 

I'-Y  1987 

llilil 

Contract 

Level  1-5 

Total 

Level  1-5 

FY  1987 

Services 

Rate 

$109.00 

Units 

356? 

Units 

Cost 
$   388,265 

Cost 

Savings 

Inpatient  I 

3168 

$   345,318 

$  42,947 

Inpatient  11 

47.38 

144  3 

1286 

68,362 

60,924 

7,438 

Day  Troatinont 

7.19 

131436 

1 1 1  338 

945,381 

800,822 

144,559 

Outpatient  Individual 

56.60 

32558 

25188 

1,842,620 

1,425,515 

417,105 

Outpatient  Group 

12.23 

13755 

9030 

168,290 

110,480 

57,810 

Emergency 

57.05 

5842 

2639 

333,273 

150,549 

182,724 

Community  Support 

11.49 

41776 

39635 

480,170 

455,562 

24,609 

*Transitional  Living  I 

41.09 

26107 

26107 

1,072,684 

1,072,684 

-0- 

*Transitional  Living  II 

6.33 

13435 

13435 

85,021 

85,021 

-0- 

**Prevention 

50.94 

1223 

1223 

62,295 

62,295 

-0- 

Total  Cost 

$5^446^360 

$4^569^170 

$877^191 

Funding 

Federal  Block  Grant 
General  Fund 

Total  Funding 


81,235,176 
4,211,185 


$1,235,176 
3,333,994 


?    -0- 
877,191 


$5,446,361     5fti569^170    $877,191 


*There  are  no  savings  shovm  for  Transitional  Living  due  to  incomplete  data. 
**Prevention  Services  are  not  purchased  based  on  FAS  level. 


Upon  close  inspection,  the  FAS  as  an  instrument  for  measuring  the  degree  of  a 
person's  mental  illness  does  not  afford  a  succinct,  accurate  method  of  determining 
whether  a  person  is  seriously  mentally  ill  or  suffering  from  a  mental  disorder  that  is 
substantially  affecting  cognitive  or  volitional  functioning.  From  the  perspective  of 
prioritizing  state  eligible  services,  to  ensure  that  the  seriously  mentally  ill  and  those 
suffering  from  mental  disorders  are  receiving  appropriate  services  in  the  least 
restrictive  environment,  a  more  accurate  verifiable  instrument  could  be  used.  Level  6 
can  be  (and  has  been)  interpreted  to  describe  any  and  all  clients  who  voluntarily 
come    to    a    mental    health    center    for    services.       Levels    5    and    6    both    imply    that    the 
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pi.TKon  is  (ilrondy  roonivinp  sorvic(!  nnd  that  tlio  person  is  funotioninp  s«tisfnctorily 
only  because  of  regular  services.  Because  the  FAS  is  such  an  interpretive  scale, 
perhaps  an  alternate  method  of  determining  state  eligible  clients  could  be  adopted. 

The  state,  as  an  alternative  to  the  FAS,  could  purchase  services  through  the 
fee- for- service  based  on  tiiagnosis.  The  Diagnostic  and  Statistical  Manual  of  Mental 
Disorders  (third  edition)  or  DSM-III,  is  a  universally  accepted  manual  used  to  catego- 
rize and  identify  diagnosis.  Using  the  DSM  III,  the  department  could  develop  a  list 
of  diagnosis  for  the  state  to  purchase.  This  method  would  provide  a  more  verifiable 
and  accurate  mechanism  for  the  purchase  of  state  priority  services. 

Option  A:      Limit  the  purchase  of     state  community  mental     health  services  to  those 
purchased  in   fiscal   1985    for   patients   functioning   at   level   1    through   5 
on  the  functioning  assessment   scale.      Based  on  the  fiscal  1985  services 
provided    to    levels    1    through    5    and    applying    fiscal    1987    unit    rates, 
approximately  $877,000  general  fund  could  be  saved. 
Option  B:      Require  the  department  to  develop  new  criteria  for  state  billable  serv- 
ices   based    on    selected    diagnosis    from    the    Diagnostic    and    Statistical 
Manual  of  Mental  Disorders   (third  edition). 
Option   C:       Take  no  action. 

ISSUE  2:      REDUCE   THE   FISCAL   1987    GENERAL   FUND   2    PERCENT 

If  the  fiscal  1987  general  funds  are  reduced  by  2  percent  as  the  Governor  did  in 
fiscal  1986,  $89,397  will  be  saved.  Table  12  shows  the  first  level  adjustments  to  the 
Mental  Health  Division. 

Option  A:      Reduce  the  general  fund  by  $89,397.      If  Issue  1  is  selected  then 

applying     a     2     percent     reduction     to     the     non-operating     portion,     or 
$84,225  in  this  option  would  be  a  duplication. 
Option   B:       Take  no  action. 
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Table   12 

Application  of  2   Percent   Cuts  to  Fiscal  1987 

Mental   Health   Division 


Expenditures 

Fiscal  1987 

2%  Cuts 

Revised 
Fiscal  1987 

Personal  Service 
Operating  Expense 
Equipment 

$      188.224 

70,412 

-0- 

$   3,764 

1.408 

-0- 

$     184,460 

69,004 

-0- 

Total 
Non-Operating 

$     258.636 
5.446.369 

$  5.172 
84.225 

$     253,464 
5,362,144 

Total 

MiZSIi^Si 

^S9.322 

lligiiiefll 

Funding 

General   Fund 
State   Special 
Federal   &   Other 

$4,469,829 

-0- 

1.235,176 

$89,397 
0 
-0- 

$4,380,432 

0- 

1,235,176 

Total 

liiZMiM 

$89^397 

liiMlifiQS 

Option  A:      Reduce 

the  general  fund  by  $89, 

,397.      If  Option 

A  of  Issue  1  is 

Option  B: 


selected    then    applying    a    2    percent    reduction    to    the    non-operating 
portion,   or  $84,225  in  this  option,    would  be  a  duplication. 
Take  no  action. 
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Actual  Actual  After  2%         Approp. 

Fiscal  Fiscal  Fiscal  Fiscal         %   Change 

Budget   Item  1984  1985  1986  1987  FY85-FY87 

FTE  64.05  64.05  64.49  64.49  0.69 

Personal  Service  $1,274,535        $1,329,278        $1,392,081     $1,474,735  10.9 

Operating  Expense  238,737  300,528  245,003  246,992  (17.8) 

Equipment  20,920  40,929  2,475  2,150  (94.7) 

Total  Expenditures  |li5Ma^l9|       liilZQiZM       liiiSiiM^     liilMiiZI  =:=l±'k= 

Fund   Source 

General  Fund  $1,423,512        $1,588,110       $1,571,405     $1,654,597  4.2 

Other  Funds  -0-  -0-  2,000  2,000 

Federal  and  Other  110,680  82,625  66.154  67,280  (18.6) 

Total  Funds  11^131x111       |ii£IQiZ3I       |liS2|iiy     $1^723^877         ,,^^2^ 

ISSUES Fiscal  1987 

General  Fund        Other   Funds 

1.    2   Percent   Cuts  $(33,092)  -0- 

Note:      Fiscal  1986  does  not  include  general  fund  in  House  Bill  667  of  $63,200  for 
building  modifications  for  a  juvenile  detention  facility,   and  $187,777  to 
operate  the  detention  facility. 


Mountain  View  School  is  responsible  for  the  care,  education,  and  rehabilitation  of 
juvenile  girls  committed  to  the  school  by  district  courts.  The  school  is  budgeted  for 
an  average  daily  population  (ADP)  of  45  in  the  1987  bienniuni.  Through  the  first  six 
months  of  fiscal  1986  the  school  has  experienced  an  average  daily  population  of  53, 
compared  with  48  ADP  in  fiscal  1985.  The  fiscal  1986  ADP  figure  includes  1.4  aver- 
age daily  census  of  the  new  5-bed  youth  detention  center  initiated  as  a  result  of 
House  Bill  667. 

The  legislature  deleted  a  1.0  FTE  accounting  specialist  at  the  agency's  request. 
The  overall  increase  is  made  up  of  pay  plan  increases  of  $81,945  and  vacancy  savings 
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achieved  in  fiscal  1985  of  $62,392.  The  decrease  in  operating  expense  results  from 
the  transfer  of  $17,308  medical  costs  to  the  central  office,  the  reduction  of  a  psycho- 
logical services  contract  by  $8,919,  and  the  over  expenditure  by  the  school  of  their 
allocated  general  fund  operating  expense  budget  in  fiscal  1985  by  $29,296.  Equipment 
for  fiscal  1987  includes  one  hand-held  two-way  radio  costing  $750,  and  a  mobile  truck 
two-way  radio  costing  $1,400. 

ISSUE   1:    REDUCE   FISCAL   1987   GENERAL   FUND   BUDGET   BY   2   PERCENT   OR  $33,092 

If  the  fiscal  1987  budget  was  reduced  2  percent  consistent  with  the  Governor's  2 
percent  cuts  in  fiscal  1986,  $33,092  of  general  fund  would  be  saved.  The  following 
table  reflects  the  reductions  at  the  first  expenditure  level. 


Table  1 

Application  of  2  Percent  Cuts  to  Fiscal  1987 

Mountain  View   School 


Fiscal  1987 


Expenditures 

Personal  Services 
Operating  Expenses 
Equipment 

$1,474,735 

246,992 

2,150 

Total 

$1-l723j.877 

Funding 

General  Fund 
State  Special 
Federal  &  Other 

$1,654,597 

2,000 

67,280 

Total 

$1^723^877 

Revised 

2%   Cuts 

Fiscal  1987 

$28,309 

$1,446,426 

4.741 

242,251 

42 

2,108 

$33^092 

$U690^785 

$33,092 

$1,621,505 

-0- 

2,000 

-0- 

67,280 

IPiSgl 

$1^690^785 

Option  A:       Reduce  the  fiscal  1987   general  fund  $33,092. 
Option  B:       Take  no  action. 
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Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

P'iscal 

% 

Change 

Budget   Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

113.75 

113.75 

116.97 

116.97 

3.22 

Personal  Service 

$2,417,154 

$2,508,900 

$2,570,433 

$2,712,405 

8.1 

OperatiiifT  Exponso 

r>83,f138 

627,567 

624.729 

644,122 

2.6 

l'l()nipin(-t)l 

33.:ilK 
$3^034^310 

16.018 

14.629 
$3^209^791 

0 
|2i^|C^5|7 



Total   Expenditures 

$3,152^485 

6^5 

Fund  Source 

General  Fund 

$2,510,098 

$2,567,438 

$2,679,246 

$2,821,607 

9.9 

State  Special 

24,962 

24,962 

42,053 

43,041 

72.4 

Federal  Revenue 

499,250 

560,085 

488,492 

491,879 

(12.2) 

Total  Funds 

$3^034^310 

$3^152^485 

$3^209,791 

$3^356^527 

6.5 

Tcqiipq 

:al  1986  -   - 

_______ 

-   Fiscal  1987 

ris( 

General   Fund 

Other  Fun 

ds          General  Fund        Othe 

r  Funds 

1 .    Interest   &   Income 

$(69,000) 

$69,000 

$(59 

000) 

$59,000 

2.    2   Percent   Cuts 

-0- 

-0- 

$(56 

432) 

-0- 

Pine  Hills  School  is  responsible  for  the  care  and  custody  of  juvenile  boys  aged 
10  to  21  v;ho  have  been  sentenced  to  the  institution  by  the  courts.  Title  53-20-202, 
MCA,  establishes  Pine  Hills  School  as  a  correctional  facility  to  diagnose,  care  for, 
train,  educate,  and  rehabilitate  children  in  need  of  these  services.  Pine  Hills  has  a 
capacity  of  115  students  in  five  cottages.  In  fiscal  1984,  the  average  daily  population 
was  88  students  with  an  average  length-of-stay  of  6.5  months.  The  average  daily 
population  increased  to  98  in  fisL,'al  1985,  and  through  the  first  six  months  of  fiscal 
1986  has  increased  to  112.  The  1987  biennium  budget  is  bused  on  an  average  daily 
population  of  88   students. 
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The  FTE  increase  results  from  adding  2.72  FTE  teacher  aides  and  1.0  FTE  social 
worker,  I'uiidcd  by  ECIA  Chapter  1  funds.  These  funds  were  budget  amended  in  fis- 
cal 1085  but  appropriated  in  the  1987  biennium.  A  .5  FTE  custodial  worker  left  va- 
cant in  the   1985   biennium   was   deleted  by  the  legislature. 

Operating  expenses  were  reduced  as  a  result  of  transferring  $25,182  of  medical 
costs  to  the  central  office  medical  services  pool.  The  legislature  added  $4,000  for 
fire  protection  and  $10,000  for  goods  purchased  for  resale  in  the  school's  canteen. 
The  balance  of  the  difference  is  due  to  inflation. 

State  special  revenue  includes  alcohol  funds,  donations,  and  a  canteen  fund. 
Earmarked  alcohol  revenue  totals  $29,041,  and  funds  a  substance  abuse  counselor. 
Donations  total  $4,000  and  the  canteen  fund  totals  $10,000.  The  donations  and 
canteen  funds  were  spent  as  agency  funds  in  the  1985  biennium,  which  did  not  re- 
quire an  appropriation.  A  legislative  audit  recommended  the  establishment  of  these 
state  special  revenue  funds. 

Federal  and  other  funding  includes  land  grant  income,  federal  school  lunch 
funds,  federal  boarder  reimbursement,  and  ECIA  Chapter  1  and  11  funds.  The  school 
has  land  grant  income  estimated  at  $275,000  each  year  of  the  biennium,  and  school 
food  of  $66,248  in  fiscal  1986  and  $66,569  in  fiscal  1987.  Federal  boarder  revenue  is 
estimated  at  the  current  level  average  daily  boarder  population  of  2.38,  with  a  daily 
rate  of  $74.  Total  federal  boarder  revenue  is  $64,284  each  year  of  the  biennium. 
ECIA  Chapter  I  and  11  total  $82,960  in  fiscal  1986  and  $86,026  in  fiscal  1987.  The  ta- 
ble below   shows  the  school's  other  funds   for  fiscal   1985,    1986,   and   1987. 
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Table   1 
Pino   Hills   School  Other   Funds 


Description 

Stale    Special 
Donations 
Alcohol 
Canteen 


Federal  and  Other 
Land  Grant  Income 
School  Lunch 
Federal  Border 
Education  Equip.    Grant 
ECIA   Chapter  I 
ECIA   Chapter  II 
Contract  Improvement 

Total 


1985 

1986 

1987 

%   Change 

Actual 

Authorized 

Authorized 

85   -   87 

$          -0- 

$     4,000 

$      4,000 



24,962 

28,053 

29,041 

16.3 

-0- 

10,000 

10,000 



351,000 

275,000 

275,000 

(21.6) 

75.244 

66,248 

66,569 

(11.5) 

64,108 

64,284 

64,284 

0.3 

647 

-0- 

-0- 



67,585 

82,060 

85,126 

26.0 

-0- 

900 

900 



1,500 

-0- 
$530j.545 

-0- 
$534^920 



$585^046 

=LMl 

ISSUE  1:  REPLACE  GENERAL  FUND  WITH  INTEREST  AND  INCOME  EXCESS  REVENUE 
The  school  has  land  grant  income  estimated  at  $275,000  for  fiscal  1987,  while  fis- 
cal 1985  actual  income  was  $365,899.  Of  the  excess  collected  in  fiscal  1985,  $76,000 
was  used  to  reduce  fiscal  1985  general  fund,  and  excess  collections  of  $14,899  were 
carried  forward  into  fiscal  1986.  This  land  grant  income  is  made  up  of  grazing  fees, 
agricultural  rentals,  oil  and  gas  leases,  cabin  site  leases,  and  interest  income. 
Through  January  of  1985  the  school  had  collected  $192,993,  or  52.7  percent  of  the  to- 
tal $365,899  collected  in  fiscal  1985.  The  school  has  collected  $181,420  through  Janu- 
ary of  1986  .  The  revenue  collected  to  date  in  fiscal  1986  is  6.4  percent  lov/cr  than 
at  the  same  date  in  fiscal  1985.  Assuming  revenues  do  not  drop  further,  the  school 
should  collect  $344,000  in  fiscal  1986.  According  to  a  State  Lands  official,  agricul- 
tural  rentals    will  be   down   by    25    percent   in   fiscal    1987.      Based   on   lower   agricultural 
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rentals,    total  revenue  is   estimated  at   $334,000  in  fiscal   1987.      Table  2   shows  the  ad- 
justments to  general  fund,   and  interest  and  income. 


Table   2 
Pine  Hills   School   Interest  and  Income 

General   I'und 
Interest  &  Income 

Apprcip.              Ad  jiiiil  mrril 

$2,679,246              $(69,000) 
275,000                  69,000 

Ad  lusted 
A|)pri)p.                     A|>priip.             AdJusi  iiioiil 

$2,610,246            $2,821,607              $(59,000) 
344,000                   275,000                   59,000 

Adiiinled 
Approp. 

$2,762,607 
334,000 

Option  A: 

Reduce  general  fund  by 

$69,000  in  fiscal   1986  and  $59,000 

in 

fiscal 

1987    and    replace    with    revenue    from    the    school's    interest    and   income 
account. 
Option  B :      Take  no  action. 

ISSUE  2:      APPLY  2   PERCENT   CUT   TO   FISCAL   1987   GENERAL   FUND 

If  the   fiscal    1987    general   fund    was    cut    2    percent    as   the   Governor   did   in   fiscal 
1986,    $56,432   would  be  saved,    us  shown  in   Table  3. 
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Table  3 

Application  of  2  Percent  Cuts  to  Fiscal  1987 

Pine   Hills   School 


Expenditures 

Fiscal   1987 

2%  Cuts 

Revised 
Fiscal  1987 

Personal  Services 
Operating 

$2,712,405 
644,122 

$45,347 
11,085 

$2,667,058 
633,037 

Total 

|2i2&fiii|I 

iifiii22 

UiM^m 

Funding 

General  Fund 
State  Special 
Federal  &   Other 

$2,821,607 

43,041 

491,879 

$56,432 
-0- 
-0- 

$2,765,175 

43,041 

491,879 

Total 

|3^p6^527 

$56,432 

$1,300^095 

Option  A:      Reduce 

the 

fiscal  1987  general 

fund  $56,432. 

Option  B:       Take 

nc 

•  action. 
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Actual                Actual  After  2%         Approp. 

Fiscal                 Fiscal  Fiscal               Fiscal         %  Change 

Budget  Item                                    1984                    1985  1986                  1987          FY85-FY87 

FTE                                                  332.45                332.45  365.28              404.53            72.08 

Personal  Service                  $  7,196,088     $   7,990,128  $   8,613,375          $   9,960,665          24.7 

Operating  Expense                  4,006,869          4,324,060  4,598,741              4,781,097          10.6 

Equipment                                        751,075              513,014  772,990                  713,850          39.1 

Total  Expenditures        lll^gya^yg     |12i§|Zi|Q2  |i2i2i^il§i         |liii||i§i|         12^5 
Fund   Source 

General  Fund                        $   9,029,994     $   9,820,677  $10,720,771          $12,179,856          24.0 

State  Special                                  689,687              745,017  767,586                  783,083            5.1 

Federal  and  Other                         99,872                82,253  143,918                    91,746          11.5 

Proprietary                                 2.134,479          2,179,255  2,352,831              2,400,927          10.2 

Total  Funds                      111^214^032     %lZ^^gl^Z^Z  |12iBMil2g         llSillligiS         Ifi^l 

Note:      These  figures  do  not  include  $20,000  of  state  special  revenue 

appropriated  in  HB   320  to  study  overnight  family  visits  and  present  pro- 
posed rules  and  implementation  costs  to  the  50th  Legislature. 


The  Montana  State  Prison  provides  low,  high,  and  maximum  security  incar- 
ceration for  Montana's  male  inmate  population.  In  addition,  the  prison  provides  work, 
education,  and  training  for  inmates  through  the  ranch  and  dairy  operation,  the  In- 
dustries Program,  and  the  Industries  Training  Program.  The  fiscal  1984  average  dai- 
ly population  was  740.  The  fiscal  1985  average  daily  population  (ADP)  was  803  while 
the  ADP  for  the  first  nine  months  of  fiscal  1986  is  896.  The  prison  was  budgeted  for 
an  ADP  of  800  inmates  for  the  1987  biennium.  The  48th  legislature  authorized  a  major 
expansion  of  the  prison  to  ease  the  overcrowding.  A  new  high  security  unit  and  a 
new  maximum  security  unit  with  a  capacity  of  96  each  or  192  beds  are  under  con- 
struction and  are  expected  to  be  ready  for  occupancy  in  July  1986.  The  expected 
completion  date  is  approximately  six  months  behind  schedule. 
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As  mentioned  earlier,  the  prison  provides  work,  education,  and  training  through 
the  ranch  and  dairy  operation,  industries,  and  the  license  plate  factory.  The  ranch 
and  dairy  and  the  prison  industries  programs  are  self  supporting  through  the  prod- 
ucts they  produce  while  providing  work  and  training  for  the  inmates. 

Table  1  shows  the  FTE  and  funding  level  by  program.  The  prison  budget  has 
six  programs:  care  and  custody;  the  ranch  and  dairy;  the  license  plate  factory;  the 
canteen;    the  industries  program;    and  industries  training. 

Table   1 
1987    IJicnnium    FTE   and   Appropriation   by   Program 


Program 

Care  and   Custody 

Ranch   and   Dairy 

Industries 

Iiulust  I'ics   Training 

License   Plate   I'actory 

Canteen 

Total  Agency 


Inchuled  in  the  api)ropriatioii  is  the  additional  staff  and  operating  expenses  to 
operate  the  expanded  prison  for  half  of  fiscal  1986  and  all  of  fiscal  1987.  There  are 
39.25  FTE  additional  staff  in  fiscal  1986  (reflecting  a  half  year  for  78.50  positions) 
and  78.50  FTE  in  fiscal  1987.  The  additional  staff  were  budgeted  at  $796,026  in  fiscal 
1986  and  $1,598,500  in  fiscal  1987.  Table  2  shows  the  expansion  staff  included  in  the 
budget  for  fiscal  1987.  The  legislature  also  added  the  physician  position  from  the 
Corrections  Medical  Program  at  approximately  $77,000  per  year,  and  deleted  a  .17  FTE 
mail  clerk  which  was  vacant  in  fiscal  1984.  FTE  reductions  included  I  FTE 
corrections  officer  from  the  ranch  and  dairy  program,  2  FTE  teacher  positions,  3.25 
FTE  industries  shop  supervisors,  and  1  FTE  industries  technician  from  the  industries 
and  industries  training  programs. 


D-41 


iscal   1985 

-   -   Fisc 

:nl  1986   -   - 

-  -   Fiscal 

1987 

FTE 

FTE 

Funding 

FTE 

Funding 

300.45 

340.53 

$10,723,636 

379.78 

$12,174,775 

18.00 

15.75 

1,755.146 

15.75 

1,809,117 

7.00 

4.25 

401 .290 

4.25 

410.153 

5.00 

2.75 

389.0GG 

2.75 

331,634 

2.00 

2.00 

355,212 

2.00 

368,902 

0.00 

0.00 

360,756 

0.00 

361,031 

332^45 

365^28 

|ia4MiiQg 

404^53 

$15,455^612 
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Table  2 
Staffing  for  the  Prison  Expansion 


Program 
Administration 
Support   Services 

Treatment  Services 


Security 


Position 

Security  Manager 

Maintenance  Worker 
Warehouse  Manager 
Canteen  Manager 

Social  Worker 

Psychologist 

Teacher 

Librarian 

Secretary 

Recreation  Aide 

L.P.N. 

Special  Duty  Aide 

Lieutenant 
Sergeant 
Correctional  Officers 


Total  Additional  Staff 


FTE 

1.00 

2.00 
1.00 
1.00 

3.00 
1.00 
1.00 
.50 
1.00 
3.00 
4.80 
1.00 

1.60 

8.00 

48.60 


Operating  expenses  were  increased  $83,440  per  year  to  allow  60  additional  ADP 
or  a  total  ADP  of  800,  $36,000  per  year  for  paper  and  janitorial  supplies,  $15,000  in 
fiscal  1986  for  a  National  Institute  of  Corrections  Training  Grant,  and  $105,624  in  fis- 
cal 1986  and  $197,406  in  fiscal  1987  for  expenses  associated  with  the  prison  expan- 
sion. 

The  funding  includes  state  special  alcohol  earmarked  revenue  to  fund  2  FTE  al- 
cohol counselors  at  $51,618  in  fiscal  1986  and  $53,150  in  fiscal  1987  and  federal 
boarder  revenue  of  $71,138  in  fiscal  1986  and  $71,850  in  fiscal  1987  to  house  five  fed- 
eral prisoners.  Also  included  in  federal  revenue  is  ECIA  Chapter  I  and  II  funds  of 
$4,099  in  each  year  and  federal  adult  basic  education  funds  of  $15,343  in  fiscal  1986 
and  $15,797  in  fiscal  1987. 

The  1983  legislature  appropriated  $14,416,000  to  expand  the  prison  facilities  to 
ease  overcrowding.      The   prison,    as  it   exists,    has   a   design   capacity   of  545   inmates. 
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The  expanded  facilities  were  to  provide  three  levels  of  security  to  house  737  inmates 
without  "double  bunking."  However,  with  the  current  population  averaging  896  in- 
mates, some  prisoners  will  have  to  be  "double  bunked."  The  expanded  facilities  are 
expected  to  be  ready  for  occupancy  by  July  of  1986. 

Due  to  the  delay  in  opening  the  prison  expansion,  some  savings  will  be  realized. 
The  following  expansion  staff  have  already  been  hired:  1.6  FTE  nurses,  a  physician's 
assistant,  a  maintenance  worker,  a  .2  FTE  dental  assistant,  and  20  correctional  offi- 
cers for  a  total  of  23.8  FTE  positions.  The  remaining  expansion  staff,  54.7  positions, 
are  expected  to  be  phased  in  prior  to  the  opening  of  1)  the  new  high  security  sup- 
port facility  in  May,   and  2)   the  new  housing  units  which  will  open  in  early  July. 

Based  on  agency  projections  as  shown  in  Table  3,  the  Prison  will  spend  $545,258 
of  the  fiscal  1986  expansion  funds  on  expansion  staff  and  $104,045  on  current  level 
personal  services  deficit.  An  additional  $107,290  of  expansion  funds  will  be  spent  on 
expansion  operating  costs  while  the  current  level  budget  is  projected  to  have  a 
$30,055  surplus.      The  total  projected  balance  at  fiscal  year-end  1986  is  $157,929. 


Table  3 
Expected  Expansion  Appropriation  Savings  -  Fiscal  1986 


Appropriation 

Less  2   Percent   Cuts 

Balance 

Expenditures 
Current   Level  Budget 
Expansion 

Total  Projected  Expenditures 

Appropriation  Balance 


Personal 
Services 

$796,026 
15,171 

$780,855 


$104,045 
545,258 

$649,303 

$131^552 


Operating 
Expense 

$105,624 
2,012 

$103,612 


$(30,055) 
107,290 

$  77,235 

$_26j.377_ 


Total 

$901,650 
17,183 

$884,467 


$  73,990 
652,548 

$726,538 

$157^929 


Because  of  the  steady  increase  in  the  prison  population,    no  fiscal  1987   reduction 
issues  are  included  for  the  prison. 
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CAMP 

Actual 

Actual 

After  2% 

Approp . 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Change 

Budget   Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

26.33 

26.33 

26.83 

26.83 

1.90 

Personal  Service 

$608,660 

$649,106 

$656,984 

$693,521 

6.8 

Operating  Expense 

239,667 

239,256 

282,620 

290,725 

21.5 

Equipment 

11,339 

8,042 

21,932 

3,650 

54.6 

Total  Expenditures 

$859^666 

Iggi^iy 

|961^536 

1987^896 

10^2 

Fund   Source 

General   I'und 

$787,552 

$807,462 

$849,728 

$872,725 

8.1 

State  Special 

39,673 

49,082 

74,283 

75,721 

54.3 

Federal  and  Other 

32,441 

39,860 

37,525 

39,450 

(1.0) 

Total   Funds 

MiiiiP 

liiiiISi 

liiiii^^ 

|28I^|26 

iQ±2= 

TQdnPQ 

T?^rt««l       1f»0'7 

General  Fund        Othe 

r   Funds 

1.      2  Percent  Cuts 

$(17, 

455) 

-0- 

The  Swan  River  Forest  Camp  is  a  minimum  security  work  camp  for  inmates  trans- 
ferred from  the  state  prison  who  arc  between  the  ages  of  18  and  26.  The  inmates 
work  with  the  Forestry  Division  of  the  Department  of  State  Lands  and  arc  involved  in 
several  forestry  programs  such  as  thinning,  seeding,  and  planting  trees,  as  well  as 
campground  and  recreational  area  maintenance. 

The  facility  has  an  overall  capacity  of  54  inmates.  In  fiscal  1984,  the  camp  ex- 
perienced an  average  daily  population  (ADP)  of  49,  while  the  fiscal  1985  ADP  was  47. 
The  ADP  has  been  51  for  the  first  six  months  of  fiscal  1986.  The  camp  was  budgeted 
for  an  average  daily  population  of  49  for  the  1987  biennium. 
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The  increase  in  personal  services  from  fiscal  1985  to  fiscal  1987  results  from  pay 
plan  costs  of  $35,300,  and  1  percent  vacancy  savings  realized  in  fiscal  1987. 
Operating  expenses  increase  $51,469  as  a  result  of  adding  $22,523  in  goods  purchased 
for  resale  to  allow  sufficient  authority  in  the  canteen  fund.  The  canteen,  which  sells 
incidental  items  to  the  inmates,  was  appropriated  as  a  result  of  a  legislative  audit 
recommendation.  The  balance  of  the  increase  is  inflation  of  $30,000.  Equipment 
included   in   tlic   OIM    vocational  education   grant  is   $3,650  in   fiscal   1987. 

ISSUE   1:      APPLY   A   2   PERCENT   CUT   TO   FISCAL   1987   GENERAL   FUND 

If  the  fiscal  1987  general  fund  appropriation  is  reduced  by  2  percent  a  savings 
of  $17,455  would  be  realized.  This  reduction  would  be  consistent  with  the  governor's 
2  percent  cut  to  fiscal  1986.  The  following  table  shows  the  first  level  adjustments  to 
Swan  River  Forest   Camp  in  fiscal  1987. 


Table  1 

Application  of  2   Percent   Cuts  to  Fiscal  1987 

Swan  River  Forest   Camp 


Revised 

Expenditures 

Fiscal   1987 

2%   Cuts 

Fiscal   1987 

Personal  Services 

$693,521 

$13,306 

$680,215 

Operating  Expenses 

290,725 

4,149 

286,576 

Equipment 

3.050 

-0- 

3,650 

Total 

$987^896 

li^ii^i 

liliiiii 

Funding 

General  Fund 

$872,725 

$17,455 

$855,270 

State  Special 

75,721 

-0- 

75,721 

Federal  &  Other 

39,450 

-0- 

39,450 

Total 

$987^896 

$17^.455 

1970^441 

Option    A:        Koduc 

■o  the 

lisciil    1987   gcnonil 

fund   $17,455. 

Option    15:       Take 

no   ac 

lion. 
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Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

%   Change 

Budget  Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

443.40 

443.40 

440.40 

440.15 

(3.25) 

Personal   Service 

$   8,705,134 

$   8,988,450 

$   9,136,818 

$   9,667,325 

7.6 

Operating  Expense 

1,645,089 

1,608,971 

1,730,281 

1,761,645 

9.5 

Equipment 

86,120 

40,127 

17,000 

-0- 



Total  Expenditures 

|lgiiMiM3 

$10^637^548 

$10^884^099 

111^428^970 

l±i 

Fund  Source 

General  Fund 

$10,376,227 

$10,578,769 

$10,797,710 

$11,363,044 

7.4 

State  Special 

7,548 

15,874 

33,844 

20,324 

28.0 

Federal  &  Other 

52,568 

42,905 

52,545 

45,602 

6.3 

Total  Funds 

MQa.436^343 

ilQiigZiili 

$10^884^099 

IlliigiiSIQ 

=Zii 

The  Montana  Developmental  Center,  formerly  Boulder  River  School  and  Hospital, 
provides  services  to  mentally  retarded  children  and  adults.  The  center  served  an 
average  daily  population  of  219  residents  in  fiscal  1982,  221  in  fiscal  1983,  202  in  fis- 
cal 1984,  and  203  in  fiscal  1985.  Twenty-five  residents  were  placed  out  of  the  center 
in  fiscal  1984.  However,  readmissions  of  some  residents  previously  placed  are  causing 
the  average  daily  population  to  increase  to  the  fiscal  1985  level  of  203.  The  average 
daily  population  was  budgeted  at  204  for  the  1987  biennium.  Two  FTE  physician  po- 
sitions, 1  FTE  occupational  therapist  position,  and  a  .25  FTE  ECIA  Chapter  I 
teacher's  aide  position  were  deleted  from  the  fiscal  1987  budget.  These  reductions 
are  offset  by  pay  plan  increases  of  $522,270  and  vacancy  savings  for  an  overall 
increase  of  $678,875  over  the  fiscal  1985  personal  services. 

The  operating  expense  increase  of  $152,674  results  from  inflation  of  $111,602, 
additional  expenditure  authority  for  donated  funds  of  $12,480,  and  an  increase  of  4 
cents  per  meal  or  $12,857  to  adjust  for  the  loss  of  certain   USDA  commodities.      Profes- 
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sional  contracts  were  decreased  $10,275  as  a  result  of  deleting  the  physical  therapy 
contract.  The  balance  of  the  difference,  $26,000  results  from  operating  savings  gen- 
erated in  fiscal  1985  compared  with  the  budget. 

The  Montana  Developmental  Center  other  funds  consists  of:  (1)  state  special  do- 
nations and  canteen  funds;  (2)  federal  ECIA  Chapter  I  and  II;  and  (3)  school  lunch 
funds.  Donations  are  $26,000  in  fiscal  1986  and  $12,480  in  fiscal  1987,  while  canteen 
fvmds  are  $7,844  each  year.  Federal  school  lunch  is  $14,277  in  fiscal  1986  and 
$10,885  in  fiscal  1987.  ECIA  Chapter  I  and  II  funds  are  $38,268  and  $34,717  in  fiscal 
1986  and  1987,  respectively.  Donated  funds  were  spent  out  of  an  agency  fund  in 
previous  years. 

On  January  13-17,  1986  staff  from  the  Division  of  Health  Standards  and  Quality, 
Health  Care  Financing  Administration,  conducted  a  survey  of  the  Montana  Develop- 
mental Center.  Based  upon  the  survey  findings,  it  was  determined  that  the  Center 
was  not  in  compliance  with  a  number  of  standards,  including  the  requirement  that  ac- 
tive treatment  be  provided  to  all  clients.  Immediate  corrective  action  is  essential,  ac- 
cording to  HCFA,  if  the  center's  approval  is  to  continue  under  the  Medicaid  Program. 
The  loss  of  medicaid  certification  would  result  in  n  projected  loss  of  federal  medicaid 
fcvonue  to  tlic  general  fund  of  $5,638,000  in  fiscal  1987.  Of  concern  are  the 
deficiencies  pertaining  to  the  following  standards  for  intermediate  care  facilities  for 
the  mentally  retarded,    (ICFMR): 

Administrative  Policies  and  Procedures 

Admission  and  Release 

Personnel  Policies 

Resident  Living 

Professional  and  Special  Programs  and  Services 

Dental  Services 

Training  and  HabiUtation  Services 

Food  and  Nutrition   Services 

Medical   Services 

IMiiirnijicy    Services 

Physical   and  Occupational   Thei-apy    Services 

Psychological   Services 

Speech   Pathology   and   Audiological   Services 

Safety  and   Sanitation 
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A  plan  of  correction  for  each  deficiency  noted  in  the  survey  has  been  submitted 
by  the  Department  of  Institutions  and  the  center.  The  major  impact  of  the  correction 
plan  is  the  addition  of  staff  in  sufficient  numbers  and  in  the  specific  disciplines  to 
correct  the  stated  deficiencies.  The  major  disciplines  affected  arc;  nursing, 
occupational  therapy,  physical  therapy,  psychology,  recreation,  speech,  social  v,?ork, 
and  qualified  mental  retardation  professionals  (QMRP).  The  department's  plan  of 
correction  adds  16  FTE  and  states  the  department  vrill  make  every  effort  to  fill  the 
vacant  positions  shown  in  table  1: 

Table   1 
Staff  Added  to  Meet   HCFA   Standards   -   Fiscal   1987 

FTE  PROFESSIONAL   STAFF 

4.0  Qualified  Mental   Retardation   Professionals 

1.0  Psycholojyist 

2.0  Registered  Nurses 

2.0  Occupational  Therapy  Aides 

2.0  Recreation  Therapists 

2.0  Social  Workers 

3.0  HabiUtation  Training  Specialists 

16.0  Total  Staff  Added 

---------------  Existing  Vacancy  Positions  --------------- 

1.0  Speech  Pathologist 

2.0  Physical  Therapists 

1.0  Occupational  Therapist 

4.0  Existing  Vacant   Positions  to  be  filled 

The  cost  of  the  16  FTE  additional  positions  is  estimated  to  be  $426,012  in  fiscal 
1987.  Funding  for  these  positions  does  not  currently  exist  within  the  center's 
budget.  Therefore,  the  department  will  have  to  use  the  transfer  authority  provided  in 
House  Bill  500  which  allows  transfers  within  the  Mental  Health  Division  of  the 
Department  of  Institutions  in  excess  of  5  percent  of  the  total  appropriation  authority 
of  each    line   item.      Those    programs    within    the    mental    health    division    ai'e:      Montana 
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Development  Center,  Eastmont  Training  Center,  Center  for  the  Aged,  Montana  State 
Hospital,  Veterans  Home,  Montana  Youth  Treatment  Center,  and  the  Central  Office 
Division  Administration.  If  there  are  not  sufficient  funds  within  the  mental  health 
division  for  these  additional  16  FTE,  the  department  will  have  to  request  a 
supplemental  appropriation. 
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CENTER   FOR   THE 

AGED 

Budget   Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%   Change 
FY85-FY87 

FTE 

102.93 

102.93 

100.24 

100.24 

12.61 

Personal  Service 
Operating  Expense 
Equipment 

$1,889,249 

519,118 

17,168 

$1,998,076 

522,025 

27.856 

$1,956,770 

556,359 

7,647 

$2,070,597 

552,930 

622 

3.6 

5.9 

(97.8) 

Total  Expenditures 

$2^425.^535 

IliiiZiSiZ 

||i52fiiZIi 

$2^624.^149 

__3^Q_ 

Fund  Source 


General   Fund 
State  Special 
Federal  Revenue 
Agency   Fund 

$2,415,501 

6,510 

3,524 

-0- 

$2.1.425^535 

$2,544,193 

3,752 

-0- 

12 

$2^547^.957 

$2,513,390 

7,386 

-0- 

-0- 

$2^.520.^776 

$2,616,414 

7,735 

-0- 

-0- 

$2..624^M9 

2.8 

106.2 

0.0 

Total  Funds 

TCQTTtrC 

__3.=.Q_ 

1.      2  Percent  Cu 

ts 

General  Fund        Other  Funds 
$(52,328)                      -0- 

Center  for  the  Aged  provides  long-term  services  to  geriatric  residents 
transferred  from  Montana  State  Hospital,  and  to  referrals  from  Montana  community 
mental  health  centers.  The  budgeted  population  for  the  1987  bicnnium  is  175, 
compared  with  a  budgeted  population  of  190  in  the  1985  bicnnium.  The  average  daily 
population  in  the  first  six  months  of  fiscal  1986  has  been   173. 

Between  fiscal  1985  and  1987  personal  services  were  reduced  2.69  FTE  to 
maintain  a  staffing  ratio  of  1  staff  to  3.6  residents  based  on  an  average  daily 
population  of  175.  Staff  deleted  arc:  (1)  .5  FTE  registered  nurse,  (2)  .3  FTE 
licensed   practical   nurse,    and    (3)    1.89    FTE   psychiatric   aide.      The   reduction   amounts 
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to  $49,847  in  fiscal  1987.  With  the  addition  of  the  pay  plan  totaling  $111,612  and  the 
effect  of  vacancy  savings  in  1985  of  $15,430,  the  total  increase  in  personal  services 
from   fiscal    11)85   to  fiscal    1987   amounts   to  $72,521. 

Operating  expenses  were  increased  $51,872  due  to  inflationary  increases,  but 
reduced  $18,500  for  contracted  laundry  due  to  the  upgrade  of  the  center's  laundry 
facilities.  Other  decreases  made  were  due  to  adjustments  for  an  average  daily 
j>(>piil.'it ion   of   175. 

ISSUE   1:      FISCAL   1987   GENERAL   FUND   CUTS   OF  2   PERCENT 

If  general  fund  were  reduced  by  2  percent  in  fiscal  1987  as  the  Governor  did  in 
fiscal  1986,  $52,328  would  be  saved.  The  following  table  shows  the  first  level 
expenditure   reduction  to  the  fiscal   1987   appropriation. 


Table  1 

Application  of  2   Percent   Cuts  to  Fiscal   1987 

Center  for  the  Aged 


Expenditures 

Personal  Services 
Operating  Expenses 
Equipment 

Total 

Funding 

General  Fund 
State  Special 

Total 


Fiscal   1987 


$2,070,597 

552,930 

622 

$2^624^49 


$2,616,414 
7,735 

$2j^24j.l49 


2%   Cuts 


$41,412 

10,904 

12 

$52^328 


$52,328 
-0- 

$52^328 


Revised 
Fiscal  1987 


$2,029,185 

542,026 
610 

$2^571^821 


$2,564,086 
7,735 

i2j.571j.821 


Option  A:         Reduce  the  fiscal   1987   general  fund   $52,328. 
Option   B:         Take  no  action. 
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FASTMONT 

TRAININC, 

CENTER 

Actual 

Actual 

After  2% 

Approp . 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

%  Change 

Budget  Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

95.02 

94.02 

93.02 

93.02 

(1.06) 

Personal  Service 

$1,657,917 

$1,731,182 

$1,737,338 

$1,840,691 

6.3 

Operating  Expense 

281,956 

302,996 

340.141 

347,554 

14.7 

Equipment 

20,991 

11,106 

4,000 

559 

(95.0) 

Total  Expenditures 

$1^960^864 

$2^045^284 

iliOiliizg 

$2^188^804 

==M= 

Fund  Source 

General  Fund 

$1,934,656 

$2,032,593 

$2,078,479 

$2,185,804 

7.5 

State  Special 

-0- 

-0- 

3,000 

3,000 



Federal  Revenue 

24,336 

12,066 

-0- 

-0- 



Other  Funds 

1,872 
|liiiQii64 

625 
$2^045^284 

-0- 

|iiQ81^479 

-0- 

$2^88^804 



Total  Funds 

==LQ= 

ISSTIFS 

Fiscal   19o<                - 

General 

Fund          Other  Funds 

1.   2  Percent  Cuts 

$(43, 

716) 

-0- 

Eastmont  Training  Center  is  a  55-bed  intermediate  care  facility  for  mentally  re- 
tarded adults  and  children.  The  center  provides  care,  treatment,  and  education  ser- 
vices to  mentally  retarded  residents  of  the  state  under  the  authority  of  Section 
50-20-204,  MCA.  The  center  is  budgeted  for  an  average  daily  population  of  53.  The 
center  has  averaged  a  daily  census  of  53   during  the  first   six  months  of  fiscal   1987, 

The  increase  from  fiscal  1985  to  fiscal  1987  results  from  pay  plan  increases  of 
$104,907  and  vacancy  savings  of  $22,460  achieved  in  fiscal  1985,  offset  by  1.0  FTE 
laundry  worker  deleted  as  a  result  of  sending  all  the  center's  laundry  to  a  private 
contractor.  The  increase  in  operating  expenses  results  from  increasing  the  laundry 
contract  $19,533  in  fiscal  1987  to  allow  the  center  to  send  all  laundry  to  a  private 
contractor.  The  balance  is  due  to  inflation.  A  work  coral  costing  $559  for  the  train- 
ing department  was  the  equipment  approved  in  fiscal  1987. 
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Federal  medicaid  officials  conducted  a  survey  of  Eastmont  on  August  27-29,  1986. 
The  survey  included  a  review  of  resident  treatment  programming,  building  conditions 
in  resident  living  quarters,  and  facility  conditions  in  other  areas  used  by  residents. 
Numerous  deficiencies  were  found  in  Cottage  #2,  a  15-bed  living  unit,  and  in  the 
education  building.  The  decertification  of  Cottage  #2  has  resulted  in  a  revenue  loss 
to  the  general  fund  of  approximately  $20,000  per  month  and  general  fund  savings  of 
approximately  $6,600  in  the  Department  of  Social  and  Rehabilitation  Services  medicaid 
budget.  Efforts  are  underway  to  correct  the  deficiencies  which  resulted  in  Eastmont's 
Cottage  #2  being  recertified  in  late  February. 

ISSUE   1:      APPLY   2    PERCENT   CUTS    TO   FISCAL    1987 

If  2  percent  cuts  are  applied  to  the  general  fund  in  fiscal  1987  as  the  Governor 
did  in  fiscal  1986,  general  fund  savings  will  be  $43,716.  The  following  table  shows 
the  first   level  expenditure  adjustments  to  the  fiscal   1987   appropriation. 


Table  1 

Application  of  2  Percent  Cuts  to  Fiscal  1987 

Eastmont  Training  Center 


Total 


Fiscal  1987 


Expenditures 

Personal   Services 
Operating  Expenses 
Equipment 

$1,840,691 

347,554 

559 

Total 

ll-i§lilM 

Funding 

Genoral   I'lnid 
State  Special 

$2,185,804 
3,000 

i2j.l88^804 


Revised 

2%  Cuts 

Fiscal  1987 

$36,814 

$1,803,877 

6,891 

340,663 

11 

548 

143^716 

$2^145^088 

$43,716 

$2, 142. 088 

-0- 

3,000 

$43^716 

i2^145^0|| 

Option  A:         Reduce  the  fiscal   1987   general  fund  by  $43,716. 
Option   B  :         Take  no  action. 


D-53 


VHTFRAN'S    IIOMF 


Budget  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%   Change 
FY85-FY87 

FTE 

65.58 

74.00 

74.50 

74.50 

0.68 

Personal  Service 
Operating  Expense 
Equipment 

$1,160,605 

348,588 

22,099 

$1,293,527 

440,442 

12,322 

$1,371,286 

540,786 

-0- 

$1,441,758 

427,755 

12,000 

11.5 
18.8 
(2.6) 

Total  Expenditures 

|li521i22E 

liiMfiigSl 

|la212iQI| 

M^0Mi513 

12-5= 

Fund   Source 

General  Fund 
State  Special 
Federal  and  Other 

Total  Funds 


$      556,413  $      426,176  $      507,293  $      567,234  33.1 

-0-  -0-  20,704               20,764 

974,879  1,320,115  1,384,015  1,393,515  5.6 

$1^53^292  ^1^746^291  $1^.912^072  $1^981^.513  13^5 


ISSUES 


1.    2  Percent  Cuts 


Fiscal  1987  

General  Fund        Other  Funds 


$(11,345) 


-0- 


The  Montana  Veteran's  Home  provides  domiciliary  and  nursing  care  to  honorably 
discharged  veterans  and,  if  space  is  available,  to  veteran's  spouses.  An  addition  to 
the  home  was  completed  in  fiscal  1984  increasing  the  bed  capacity  to  151,  a  net  in- 
crease of  36.  Eighty-five  of  the  151  beds  are  domiciliary,  while  66  are  nursing  care 
beds.  The  average  daily  population  was  126  in  fiscal  1985.  The  home  is  budgeted 
for  an  average  population  of  136  for  the  1987  biennium,  which  is  an  occupancy  rate  of 
90  percent.  The  homo  has  averaged  127  for  the  first  six  months  of  fiscal  1986,  or  an 
occupancy  rate  of  84  percent. 

A  .50  FTE  pharmacist  costing  $13,170  was  added  in  the  1987  biennium  to  manage 
the   pharmacy   program    as    a   result   of  the   Veteran's   Administration    discontinuing  this 
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service.  The  pay  plan  for  fiscal  1987  amounts  to  $90,515.  The  balance  of  the  dif- 
ference from  fiscal  1985  to  fiscal  1987  is  vacancy  savings  experienced  in  fiscal  1985. 

The  mr.jor  increase  in  operating  expenses,  other  than  inflation  of  $53,932, 
resulted  from  the  addition  of  $20,764  state  special  revenue  for  a  canteen.  This  ad- 
dition is  the  result  of  a  legislative  audit  recommendation.  The  canteen  fund  is  for 
candy,   pop,   and  incidental  items   for  the  residents. 

The  equipment  of  $12,000  is  to  replace  a  15-year  old  station  wagon. 

The  Montana  Veterans'  Home  has  five  sources  of  funding:  general  fund;  Vet- 
erans' Administration  per  diem  reimbursement;  private  third  party  reimbursement; 
land  grant  funds;  and  State  Special  revenue  canteen  funds.  The  Veterans' 
Administration  per  diem  rate  has  increased  from  $12.10  per  day  for  nursing  home  care 
and  $0.35  foi-  domiciliary  care  in  fiscal  1984  to  $17.05  and  $7.30,  respectively,  in 
fiscal    198r.    and    1987. 

ISSUE   1:      TWO   PERCENT    CUT 

If  a  2  percent  general  fund  cut  was  applied  in  fiscal  1987  as  the  Governor  did  in 
fiscal  198f),  $11,345  v/ould  be  saved.  Table  1  reflects  the  first  level  expenditure 
reductions  to  the  Veteran's  Home  budget. 


D-55 


VETERAN'S   HOME 
Page  3 


Table  1 

Application  of  2   Percent   Cuts  to   Fiscal   1987 

Vctei'un's   Home 


Revised 
Fiscal    1987  2%   Cuts  Fiscal    1987 


Expenditures 


rersoiial   Services  $1,441,758  t   8,lf)8  $1,433,590 

Operating  Expenses  527,755  3,177  524,578 

Equipment  12,000  -0-  12,000 

Total  |iii|li512  111-^45  11^970^168 
Funding 

General  Fund  $     567,234  $11,345  $     555,889 

State  Special  20,764  -0-  20,764 

Federal  &  Other  1,393,515  -0-  1,393,515 

Total  $1^.981^513  $11^.345  11^970^168 


Option  A:       Reduce  the  fiscal   1987   general  fund  $11,345. 
Option  B:       Take  no  action. 


■t   8, 

,168 

3, 

.177 

-0- 

$11^345 

$11, 

,345 

-0- 

-0- 

$11^.345 
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Actual  Actual  After  2%         Approp. 

Fiscal  Fiscal  Fiscal              Fiscal        %  Change 

Budget  Item                                    1984  1985  1986                  1987          FY85-FY87 

FTE                                                  754.60  707.20  701.20              701.20            (6.00) 

Personal  Service                  $16,493,283  $16,961,001  $16,405,937  $17,292,982                  2.0 

Operating  Expense                  3,047,541  3,121,240  3,049,148        3,143,575                  0.7 

Equipment                                          24,062  135,267  110,500  h^                 HI 

Total  Expenditures        |lii5§|iS§fi  MQi^lIiSM  |lii5S5iii5  Hflii^fiiill                 lU 
Fund  Source 

General   Fund                        $17,876,128  $18,485,890  $17,836,814   $18,675,395                1.0 

State   Special                              1,634,829  1,692,787  1,723,668        1,756,059                3.7 

Federal   &   Other                             53,929  36,774  5,103                5,103            (86.1) 

Agency   Fund                        ^  2,057     22z  I^                — 

Total  Funds                     |lii|Mi|Se  ||Qi21Ii5M  |i2i5Siii§|  ||QiiMi55I          ==iii= 

ISSUES Fiscal  1987 

General  Fund        Other  Funds 

1.  Switchboard  Operators  $   (78,834)  $(6,897) 

2.  2   Percent   Cuts  $(373,506)  -0- 


P/Iontana  State  Hospital  provides  evaluation  and  psychiatric  treatment  on  the  Warm 
Springs  campus  for  adults  who  are  mentally  ill.  In-patient  alcohol  and  drug  treatment 
programs  as  well  as  acute  and  intermediate  care  medical  services  for  the  mentally  ill 
arc  offered   ;it   tlic   Galen   campus. 

The  Warm  Springs  campus  was  appropriated  for  an  average  daily  population  of 
313  during  the  1987  biennium  while  the  Galen  campus  was  budgeted  for  an  average 
daily  population  of  105  acute  and  intermediate  care  patients,  64  alcohol  patients,  and 
11  drug  patients.  The  Children's  Treatment  Unit  located  at  Warm  Springs  campus  was 
closed    April    30,     1985    with    the    transfer    of    24    adolescents    to    the    Montana    Youth 


D-57 


MONTANA   STATE   HOSPITAL 
Page  2 

Treatment  Center  in  Billings.  The  staff  and  operating  costs  of  the  Children's  Unit 
were  reduced  from  the  current  level  budget. 

The  Warm  Springs  campus  had  an  average  daily  population  of  333  in  fiscal  1985 
while  t)u;  first  half  ol  fiscal  198G  th<!  nvcragc  daily  population  has  ducrcascd  to  302. 
The  Calen  campus  had  a  combined  average  daily  population  of  170  in  fiscal  1985  and 
167  in  the  first   half  of  fiscal  1986. 

The  fiscal  1985  authorized  FTK  is  reflected  at  707.2,  however,  due  to  delays  in 
opening  the  new  Montana  Youth  Treatment  Center  until  April  30 ,  1985 ,  the  actual  FTE 
was  750.2.  The  Department  was  authorized  to  transfer  funds  from  the  fiscal  1985 
youth  treatment  center  budget  to  the  children's  unit  to  maintain  the  43.0  FTE  staff  of 
the  unit  and  cover  the  costs  of  operating  until  the  move  to  Billings  could  be  complet- 
ed. 

The  increase  in  personal  services  from  fiscal  1985  to  fiscal  1987  is  the  net  affect 
of  the  following:  (1)  the  deletion  of  43  FTE  as  a  result  of  the  closing  the  Children's 
Unit,  (2)  the  deletion  of  6.0  FTE  other  staff,  (see  table  1),  (3)  adding  $861,178  of 
pay  plan  increases  for  fiscal  1987,  and  (4)  the  hospital  realized  $438,300  of  vacancy 
savings  in  fiscal  1985. 

The  canteen  had  2.0  FTE  store  managers  and  a  .6  FTE  cook.  The  legislature 
authorized  1.0  FTE  store  manager  to  be  funded  with  general  fund  and  the  other  FTE 
were  deleted  since  the  canteen  cannot  generate  the  funding  to  support  them.  A  .5 
FTE   switchboard  operator  was  deleted  when  the   Galen   switchboard  was   shut  down. 

Based  on  direct  care  ratios  established  by  previous  legislatures  and  on  the  an- 
ticipated average  daily  population  of  313  at  Warm  Springs  and  105  at  Galen,  3.9  FTE 
direct  care  positions  v^ere  deleted. 
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Table  1 
Montana  State  Hospital  Staff  Changes  -  1987  Blennium 


Position 

Children's  Unit  Deletions 
Unit   Supervisor 
Unit   Clerk 
Psychologists 
Social  Workers 
Recreation   Therapist 
Music  Therapist 
Rehabilitation   Counselor 
Teacher  Aide 
Teacher 

Registered   Nurses 
Licensed  Practical  Nurses 
Aides 

Total  Children's   Unit   Deletions 

Switchboard   Operator 
Store  Manager  (Canteen) 
Cook  11   (Canteen) 

Total  Other  Deletions 

Direct  Care  Adjustment 
Add:        Registered  Nurses 
Delete:    Licensed  Practical  Nurse 
Aides 

Total   Direct   Care  Changes 

Total    IH'letions 


FTE  Changes 


1.0 
1.0 
2.0 
2.0 
2.0 
1.0 
1.0 
2.0 
1.0 
3.0 
8.0 
19.0 


.5 

1.0 

.6 


+1.5 
-2.6 
-2.8 


43.0 


3.9 


49^0 


Operating  costs  alter  adjusting  for  inflation  of  $204,622  in  fiscal  1987,  <lecr(;ase 
from  the  1985  level  by  $182,287.  This  decrease  results  from;  (1)  moving  the  Chil- 
dren's Unit  which  reduces  expenditures  $101,296  from  the  fiscal  1985  level,  (2)  doing 
their  own  garbage  removal  and  eliminating  the  garbage  contract  which  cost  approxi- 
mately $24, COO  in  fiscal  1985,  and  (3)  transferring  the  legal  services  contract  of 
approximately  $29,000  to  the  Governor's  Office.  Other  minor  decreases  amount  to  less 
than   1   percent. 
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The  hospital's  1987  biennial  equipment  appropriation  of  $130,000  was  reduced  by 
15  percent  in  the  Governor's  fiscal  1986  cuts  to  $110,500. 

ISSUE   1:      DELETE   CONVERTED   SVJITCHBOARD  OPERATOR   POSITIONS 

The  hospital  installed  a  new  telephone  system  which  eliminated  one  switchboard 
at  Galen,  The  5  FTE  Galen  switchboard  operators  have  been  converted  to  other  po- 
sitions as  follows:  1.0  FTE  switchboard  operator  for  relief  at  the  Warm  Springs 
switchhoard,  1.5  \"VK  I'ccoptionists  lor  Galen's  main  entrance,  1.0  I'Ti;  mechanic, 
1.0   I'TE   food  service  worker,   and  a   .5   FTE   was   deleted. 

Table  2 
Galen  Switchboard  FTE  Converted 

FTE   Change  FTE  COST 

Deleted  .5  -0- 

Converted 

Warm  Springs  Switchboard  1.0  $16,225 

Galen  Receptionist  1.5  29,721 

Mechanic  1.0  24,593 

Food  Service  Worker  1.0  15,142 

Total  5^0  $85^681 


These  converted  positions  are  all  newly  created  positions.  The  department  did 
not  include  these  positions  in  their  1987  biennium  modified  request  for  Montana  State 
Hospital.  The  Department  requested  the  positions  be  converted  when  the  fiscal  ana- 
lyst raised  the  issue  to  delete  the  switchboard  operators  in  the  1987  biennium  analy- 
sis. The  institution  has  now  converted  a  groundskeeper  position,  which  was  their 
original  request  for  keeping  these  unneeded  switchboard  positions,  to  the  food  service 
worker  as  reflected  above. 

Option  A:     Delete  the  4.5   FTE  positions  for  a  savings  of  $78,834   general  fund   and 
$6,847   alcohol  earmarked  funds. 

Option  B :    Take  no  action. 
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ISSUE   2:      REDUCE   THE   FISCAL   1987   GENERAL   FUND   2    PERCENT 

If  a  reduction  of  2  percent  to  the  fiscal  1987  budget  were  made,  general  fund  of 
$373,506  would  be  saved.  (The  Governor's  2  percent  cut  in  fiscal  1986  saved 
$364,017.)  The  following  table  shows  the  first  level  adjustments  to  the  Montana  State 
Hospital  budget. 


Table  3 

Application  of  2   Percent   Cuts  to   Fiscal   1987 

Montana   State   Hospital 


Revised 

Expenditure 

Fiscal   1987 

2%   Cuts 

Fiscal   1987 

Personal   Service 

$17,292,982 

$336,223 

$16,956,759 

Operating 

3,143,575 

37,283 

3,106,292 

Total 

112^421^551 

$373^506 

||Qigi3^051 

Funding 

General  Fund 

$18,675,295 

$373,506 

$18,301,789 

State   Special 

1,756,059 

-0- 

1,756,059 

Federal  and  Other 

5,103 

-0- 

5,103 

Total 

yOidMipI 

|2iai5Qg 

i2QiM2iiil 

The  hospital  achieved  the  fiscal  1986  2  percent  cuts  in  personal  services 
primarily  due  to  4  of  the  11  physician  positions  being  vacant  as  well  as  other 
treatment  staff  vacancies.  If  these  cuts  are  implemented,  the  hospital  will  be 
required  to  hold  some  of  those  positions  open  until  the  required  savings  arc  met  or 
some  position   reductions  will  need  to  be   made. 

Option   A  :       Reduce  the  fiscal    1985   general   fund   by    $373,506. 

Option  B :       If  Option   A  of  Issue   1   is  accepted  then  the  amount  of  the  cut  in   Issue 
2   should   be   adjusted   accordingly.      This    would   mean    a   total   reduction 
of  $294,672   general  fund  under  this  issue. 
Option   C  :       Take  no  action . 
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Budget  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%   Change 
FY85-FY87 

FTE 

0.00 

109.43 

94.52 

112.26 

2.59 

Personal  Service 
Operating  Expense 
Equipment 

$-0- 
-0- 
-0- 

$-0- 

$324,346 
288,361 
230,828 

$1  ,814,501 

336,687 

-0- 

$2^151^188 

$2,255,759 

399,326 

-0- 

12^655^085 

595.5 
38.5 

Total  Expenditures 

214^8 

Fund   Source 

General  Fund 
State  Special 
Federal  Revenue 

$-0- 
-0- 
-0- 

$843,535 
-0- 
-0- 

1843^535 

$2,093,010 
28,065 
30,113 

$2,585,465 
28,065 
41,555 

206.5 

Total  Funds 

214^8 

TCCfTpC 

T?:         „i     1  1 

)87 
:he 

riaciii    x: 

General   Fund        01 

r   Funds 

1.    2   Percent   Cuts 

$(51, 

,709) 

-0- 

The  Montana  Youth  Treatment  Center  is  a  60-bed  psychiatric  hospital  for  the 
treatment  of  seriously  emotionally  disturbed  youth  between  the  ages  of  12  and  18.  No 
youth  may  be  admitted  to  the  center  unless  determined  to  bo  seriously  nuMitally  ill 
pursuant  to  Section  53-21-114  through  53-21-127,  MCA,  which  outlines  the  commitment 
procedure.  This  is  to  ensure  that  no  youth  is  inappropriately  placed  at  the  Montana 
Youth  Treatment  Center.  The  center  opened  April  30,  1985  with  the  transfer  of  24 
youtli  from  the  Children's  Unit  in  Warm  Springs.  The  center  was  hudgc^ted  for  an 
average  daily  population  of  40  youth  in  fiscal  1986  and  55  youth  in  fiscal  1987.  The 
center  has  averaged  37  youth  for  the  first  half  of  fiscal  1986. 

Fiscal  1985  reflects  two  months  operations  and  the  costs  associated  with  the  cen- 
ter's startup,   while  fiscal  1987  is  budgeted  for  full  occupancy  of  55  residents. 
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Medicaid   Survey 

The  center  was  expected  to  be  certified  for  medicaid  reimbursement  early  in  fis- 
cal 1986.  The  revenue  to  the  general  fund  was  projected  at  $1,465,000  in  fiscal  1986 
and  $1,758,000  in  fiscal  1987.  However,  the  federal  medicaid  certification  survey 
teams  have  twice  denied  certification,  once  in  July  1985  and  again  in  December  1985. 
Therefore,  no  revenue  has  been  received.  The  survey  teams  have  cited  staff  defi- 
ciencies in   till!   following'  arons: 

1.  Psychiatrists,    one    for    every    20    residents.      The    center   currently    has    one 
full-time  contract  psychiatrist  and  one  part-time  for  eight  hours  per  week. 

2.  Registered  nurses.      The   survey  team   will  not  indicate  the   number   required 
for  certification. 

3.  Licenced    practical    nurses.      Again,    the    survey    team    will    not    indicate    the 
number  required. 

4.  Social   workers   and  psychologists.      The   additional   FTE   required   are   not  in- 
dicated. 

The  center  is  currently  re-evaluating  their  staffing  patterns  in  order  to  try  to 
determine  the  total  in  each  discipline  required  for  certification. 

ISSUE    1:      2    PERCENT    REDUCTION   IN   GENERAL   FUND   APPROPRIATION 

If  the  general  fund  was  reduced  by  2  percent  in  fiscal  1987  as  per  the  Gover- 
nor's cuts  in  fiscal  1986,  $51,709  would  be  saved.  The  following  table  shows  the  first 
level  expenditure  adjustments   for  the  fiscal   1987   appropriation. 
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Table  1 

Application  of  2  Percent  Cuts  to  Fiscal  1987 

Montana  Youth  Treatment  Center 


Expenditures 

Personal  Services 

Operating 

Equipment 

Total 

Funding 

General  Fund 
State  Special 
Federal  &  Other 

Total 


Fiscal   1987 


$2,255,759 

399,326 

-0- 

$2^.655^085 


$2,585,465 
28,065 
41,555 

$2.^655^085 


2%  Cuts 


Revised 

I'iscal   1987 


$4r) 

,042 

6 

,667 

-0- 

$51^709 

$51 

,709 

-0- 

-0- 

$51^.709 

$2,210,717 

392,659 

-0- 

$2.,.603.,.376 


$2,533,756 
28,065 
41,555 

$2.,.003.^376 


Option   A:       Reduce  the  fiscal   1987   general  fund  by  $51,709. 
Option   B:       Take  no  action. 
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Budget   Item 

FTE 

Personal  Service 
Operating  Expense 
Equipment 

Total   Exixiulituros 

l-'und   Source* 


General   Fund 


Actual 

Actual 

After   2% 

Fiscal 

Fiscal 

Fiscal 

1984 

1985 

1986 

4.00 

4.00 

4.00 

$114,977 

$119,993 

$126,681 

32,213 

27,806 

39,570 

662 

2,149 

-0- 

^147^852 

$149,242 

$166,251 

Approp. 
Fiscal        %  Change 
1987  FY85-FY87 


4.00 


0.00 


$133,488  11.3 

38,737  39.3 

-0-  — 

$172^225  14^9 


$147^852  $149^948  |166^25i  $172^.225  14^9 


ISSUES 


1.    2  Percent  Cuts 


Fiscal  1987 

General  Fund        Other  Funds 


$(3,445) 


-0- 


The  Board  of  Pardons  oversees  Montana's  parole  and  furlough  programs.  The 
board  consists  of  four  members  appointed  by  the  Governor  with  a  support  staff  of  4.0 
FTE.  The  board  conducts  hearings  at  the  prison,  Swan  River  Forest  Camp,  and  the 
five  pre  release  centers.  The  board  hears  cases  at  the  prison  and  Swan  River  Forest 
Camp  two  days  each  month  and  the  pre-release  centers  four  and  one-half  days  each 
month.  The  board  was  budgeted  for  444  board  member  hearing  and  reading  days  per 
year. 

I'xpenditures  increase  14.9  percent  from  fiscal  1985  to  1987.  Personal  services 
have  been  increased  $6,044  for  the  pay  plan  and  $7,700  for  an  increase  of  38 
workdays  for  board  member  hearings.  Operating  costs  were  increased  $5,087  to  allow 
for   up   to   five   out-of-state   parole   hearing  trips   and   for   the   additional  travel   required 
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to    conduct    hearinjjs    at    all    five    of    the    pre-release    centers.       The    balance    of    the 
increase  from   fiscal   1085   to  fiscal   1987  is  due  to  inflation. 

ISSUE   1.      2   PERCENT   CUT. 

The    governor    applied    a    2    percent    cut    in    fiscal    1986.       Table    1    shows   the    first 
level   .idjustnicnts  if  the   2   pcT(-(!nt   cut   were  ajjplicd  in    fiscal    1987. 


Table  1 

Application  of  2   Percent  Cuts  to  Fiscal  1987 

Board  of  Pardons 


Expenditures 

Personal   Services 

Operating 

Ecjiiipmciit 

Total 

Funding 

General  Fund 


Fiscal   1987 


$i:5:{, 

,488 

:i8, 

.7:!7 

-0- 

$172^225 

^112^.225 


2% 

Cuts 

$■! 

,707 

7;i8 

0- 

$3. 

.445 

$3^445 


Revised 
Fiscal   1987 

$130 

;i7 

.781 

.99!) 

-0~ 

$168. 

.780 

$168^780 


Option  A:         Reduce  the   1987   general  fund  $3,445. 
Option   B :         Take  no  action. 


D-66 


EDUCATION 


OTHER   EDUCATION 


Governor's  Issues 

Across  the  Board  Cuts 
Board  of  Public  Education 
Fire  Services  Training  School 
Montana  School   for  Deaf   &   Blind 
DPI  -  State  Administration 
OPI  -  Dist.   to  Public  Schools 
Billings  Vo-Tech 
Butte  Vo-Tech 
Great    I'allH  Vn-Toch 
Ilolenii    V(>   'l\'ch 
Missoula   Vo-Tech 
Montana  Arts  Council 
Montana   Historical  Society 
Montana   State  Library 

TOTAL  GOVERNOR'S   CUTS 


Gen.   Fund 

-    -   -    risen 

1    iao 

%  Cut 

General  Fund 

Other  Funds         Total 

5.0 

$ 

5,196 

$ 

-0- 

$          5,196 

5.3 

12,227 

-0- 

12,227 

5.0 

135,549 

-0- 

135,549 

4.7 

112,963 

45,729 

158,692 

5.0 

1 

,789,637 

-0- 

1,789,637 

8.3 

66,222 

-0- 

66,222 

6.5 

50,061 

-0- 

50.061 

7.0 

54,588 

-0- 

54.588 

(i.3 

81.588 

-0- 

81,588 

7.6 

65,423 

-0- 

65,423 

5.0 

5.815 

-0- 

5,815 

5.0 

55,662 

-0- 

55,662 

5.0 

27,204 

22,309 

49.513 

$2^462^135_ 


$-68^038     $2^530^173_ 


$ 


LEA  Policy  Options 
Board  of  Public  Ed.   Legal  Costs 
Eliminate  Fire  Services  Training  School 
Montana  School  for  the  Deaf  and  Blind 

1.  Pre-School  Teachers 

2.  Reclassified  Positions 

3 .  Audiological  Services 
Office  of  Public   Instruction 

1.  Delete  Vo-Ed  Curriculum  Specialist 

2.  Delete  AV  Library  Equipment 

3.  2   Percent   Reduction 

4.  Reduce  Special  Ed.    State  Grants 

5.  Eliminate  Secondary  Vo-Ed  Grants 

6.  Vo-Tech  Centers  Decreased  Enrollment 

7.  Vo-Tech  Centers  Educ.   Trust  Interest 
Montana  Arts  Council 

1.  Eliminate  Community  Grants 

2 .  Decreased  Operating  Expense 
Montana  Historical  Society 

1.  Eliminate  State  Support  for  Montana  Mag 

2.  Indirect  Costs 

3.  Eliminate  Capitol  Tours 

4.  2  Percent  Reduction 
Montana  State  Library  Commission 

1.  Reduce  Book   Purchases 

2.  Cut  1   FTE  Librarian 

3.  Reduce  Institutional  Services 

4.  Film  Service  Contract  

TOTAL  LFA  OPTIONS  yUlIig&Q^ 

COMBINED   GOV'S   CUTS   AND   LFA   OPTIONS    $4,609,135 
LESS:     Duplicated  Cuts  (964,233) 


(7, 

,525) 

238, 

,541 

42, 

,320 

71, 

,000 

187, 

,566 

32, 

,221 

29, 

,228 

50, 

,130 

576, 

,035 

480, 

,000 

122, 

,655 

115, 

,467 

20, 

,000 

5 

,815 

41 

,809 

13 

,233 

28 

,168 

23 

,081 

35 

,451 

22 

.731 

7 

,502 

11 

,572 

;        -0- 
-0- 

-0- 
-0- 
-0- 

-0- 
-0- 
-0- 
-0- 
-0- 
50,405 
(115,467) 

-0- 
-0- 

(41,809) 
(13,233) 
-0- 
-0- 

-0- 
-0- 
-0- 
-0- 


(7,525) 
238,541 

42,320 

71,000 

187,566 

32,221 

29,228 

50.130 

576.035 

480.000 

173.060 

-0- 

20,000 
5.815 

-0- 
-0- 

28,168 
23,081 

35.451 

22,731 

7.502 

11.572 


$   (52.066)   $4,557,069 
-0-  (964.233) 


TOTAL   UNDUPLICATED   CUTS 


laiMiigQL  izilliSlli    ISililil^Irr 


E-1 


BOARD  OF 

PUBLIC 

EDUCATION 

I?-i  <:<^«k1       1   OQ'T 

Budget  Items 

House  Bill  500 

Governor's   Budget 

Difference 

F.T.E. 

2.0 

2.0 

0.00 

Personal  Service 

$  66,030 

$66,030 

-0- 

Operating  Expense 

37,903 

32,707 

$(5,196) 

Total  Expenditures 

$103,933 

|98j.Z37 

^15^1961 

General  Fund 

$103^933 

$98^737 

$15^1961 

ISSUES   IN   GOVERNOR'S   BUDGET   -  - 

---------  Fiscal 

1987 

General  Fund 

Other  Funds 

Gov.    1.      Governor's 

5  Percent  Cut 

$(5,196) 

-0- 

ISSUE   GOV.    1:      5   PERCENT   CUT 

The  Board  of  Public  Education  is  decreasing  operating  expenses  $5,196. 
Included  in  this  reduction  is  the  elimination  of  membership  in  the  National  Association 
of  State  Boards  of  Education,  and  a  $1,596  reduction  in  out-of-state  travel,  which 
leaves  $13,941  in  travel  for  the  board. 
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Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

% 

Change 

Budget   Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

2.00 

2.00 

2.00 

2.00 

0.00 

Personal  Service 

$59,612 

$   64,750 

$   66,662 

$  69,305 

7.0 

Operating  Expense 

37,941 

36,934 

37,206 

37,903 

2.6 

Equipment 

197 

-0- 

2,500 

-0- 



Total    I'\[icrHlitures 

MI^IM 

liQiiCy 

llQS^SfiS 

|m^2Q8 

5ii 

Fund   Sourco 

General   Fund 

$97,750 

$101,684 

$106,368 

$107,208 

5.4 

Total  Funds 

$97^750 

MQliiil 

|lQiiM| 

1107^208 

i-l 

ISSUES 

-  -  -  -  -   Fiscal 

1986 

-  Fiscal  1987 

General  Fund 

Other  Funds 

General 

Fund        Other  Funds 

1.    Legal  Costs 

Option   A. 

$7,525 

-0- 

? 

-0- 

Option  B. 

$5,775 

-0- 

? 

-0- 

Tlu;  Hoard  ol  Public  Educ.ition  was  cu'catcd  by  Article  X,  Section  9  of  tho  1972 
IMont.'iM.'i  Constitution.  The  boji rd,  which  con.si.sls  of  s(>vcn  iiiciiibcrs  appointed  by  the 
Governor  and  coiifirnicd  l>y  tlic  Senate,  is  responsible  for  exercising  general  super- 
vision over  the  public  school  system.  In  addition,  the  board  is  designated  by  statute 
as  the  governing  board  of  the  Montana  School  for  the  Deaf  and  Blind  and  the  Montana 
Fire   Services   Training  School. 

Personal  services  incr(<asc  7.0  percent  in  fiscal  1987  over  tho  fiscal  198G  level 
due  to  an  executive  secretary  promotion  and  pay  plan  increases.  Operating  costs 
increase  2.6  percent  to  allow   the  board   to  contract   for  legal  research. 

ISSUE  1:   LEGAL  COSTS  OF  LAWSUITS 

The  Board  of  Public  Education   received   $2,550  in   each  year  of  the   1987  biennium 
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to  coiitrnct  for  lepal  research.  Two  lawsuits  have  impacted  the  board's  lepal  costs, 
the  Foundation  lawsuit  and  the  Hartmess  lawsuit.  The  I'oundation  lawsuit  raises  the 
issues  of  equal  education  opportunity  level  of  funding  and  alleged  tax  disparity.  The 
Bartniess  lawsuit  was  prompted  by  the  Helena  School  districts  utilization  of  a  minimum 
grade  point  average  (2.0)  as  u  prerequisite  to  participating  in  extra-curricular 
activities.  Plaintiffs  contend  that  extra-curricular  activities  are  a  fundamental  right 
under  the  Montana  constitution  and  that  the  Helena  school  district  denied  that  funda- 
mental right.  The  issues  of  local  control  and  equality  of  educational  opportunity  are 
raised.  The  Board  of  Public  Fducation  chose  to  be  involved  with  the  Bartmess  case 
because  of  its  belief  that  the  lawsuit  is  critical  to  the  Foundation  lawsuit  to  which  the 
board  is  a  defendant. 

In  March  1986,  the  board  requested  a  supplemental  of  $7,525  to  cover  the  addi- 
tional legal  fees  associated  with  these  lawsuits  in  fiscal  1986,  Of  this  total,  $5,789  is 
for  the  Foundation  lawsuit  and  $919  is  for  the  Bartmess  lawsuit.  All  costs  are  for 
attorney  fees  of  $80  per  hour.  The  supplemental  request  also  contains  $818  for 
anticipated  legal  fees  associated  with  the  lawsuits  between  April  and  June  30,    1986. 

The  appropriation  for  fiscal  1986  includes  $2,550  for  legal  fees.  As  of  April  4, 
1986,  $800  has  been  expended  for  agency  legal  services,  leaving  a  balance;  of  $1,750. 
If  this  balance  were  used  by  the  board  to  help  cover  costs  associated  with  the 
Foundation  and  Bartmess  lawsuits,  only  $5,775  additional  funds  would  be  needed  for 
legal  costs  in  fiscal  1986. 

The  Board  of  Public  Education  projects  that  further  legal  services  for  the  Foun- 
dation and  Bartmess  lawsuits  will  be  necessary  in  fiscal  1987  and  an  additional 
supplemental  will  be  presented  to  the  1987  legislature. 

Option  A:      Fund  the  supplemental  request  for  $7,525. 

Option  B:       Fund  the  supplemental  request  for  $5,775. 

Option   C:       Take  no  action. 
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Budget  Items 

F.T.E. 

Personal  Service 
Operating  Expense 
Equipment 

Total  Expenditures 


General  Fund 
Federal  Revenue 
Proprietary 

Total  Funding 


House  Bill  500 

6.0 

$179,110 

53,758 

4,000 


$231,868 
2,000 
3,000 

$236^868 


ISSUES   IN   GOVERNOR'S   BUDGET 


Gov.    1.      Governor's   5   Percent   Cut 


-   Fiscal   1987   

Governor's  Budget  Difference 

6.0  0.00 

$166,883  $12,227 

53,758  -0- 

4.000  -Q- 

$219,641  $12,227 

2,000  -0- 

3,000  -0- 

Fiscal  1987   

General  Fund  Other  Funds 

($12,227)  -0- 


ISSUE  GOV.  1:   GOVERNOR'S  5  PERCENT  CUT 

The  eastern  regional  training  manager  for  the  school  will  retire  before  September 
1,  1986.  To  meet  the  $12,227  general  fund  cut,  the  school  will  leave  the  position 
unfilled  and  reassign  duties  to  the  remaining  staff. 
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Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

%   Change 

Budg^et   Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

6.0 

6.0 

6.0 

6.0 

0.00 

Personal  Service 

$149,139 

$180,896 

$178,055 

$185,783 

2.7 

Operating  Expense 

56,674 

50,328 

63,486 

53,758 

6.8 

Equipment 

13,579 

4,480 

4,606 

4,000 

(10.7) 

Total  Expenditures 

|215i2i| 

li^i^m 

$246^47 

$243^541 

3,3 

Fund   Source 

General  Fund 

$218,898 

$235,704 

$229,147 

$238,541 

1.2 

Frdcrjil   Revenue 

494 

-0- 

14  ,000 

2,000 

100.0 

Proprictiii-y    I'lnuls 

0 

0- 

:t,ooo 

3.000 

100.0 

Total  Funds 

|21ii3i| 

|235iZQ4 

$246^147 

$242^541 

=ML 

I  <-;'-:  1 1 1."'-; 

Fiscal    1987 
Oth( 

General  Fund 

ir  Funds 

1.    Elimination  of  Agency 

Option   A 

$(238,541) 

-0- 

Option   B 

$(204,022) 

-0- 

Option   C 

$(238,541) 

$238,541 

The  Fire  Services  Training  School,  located  in  (Jroat  I'alls,  is  supci-vised  by  the 
Board  of  Public  Education.  The  purpose  of  the  school  is  to  provide  firefighting  in- 
struction, technical  or  advisory  assistance,  and  training  aids  to  Montana's  8,600  paid 
and  volunteer  firefighters.  Approximately  50  to  60  regional  classes  are  held  per 
year,  and  approximately  10  to  15  classes  are  held  locally  at  Great  Falls  or  Miles  City 
(one  instructor  is  a  resident  of  Miles  City).  The  school  also  provides  public  education 
programs,   but  only  to  a  very  limited  extent. 

General  fund  increases  1.2  percent  in  fiscal  1987  compared  with  fiscal  1985. 
Fed(?ral  funding  in  the  1987  l)ienninni  consiHt.s  of  a  $12,000  IcdcMji!  grmil  lo  (iev(>lop  a 
five-year   plan   on    fire   prevention    instruction    and   training   and   $4,000   of   federal    pass- 
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through  funds  from  the  Department  of  State  Lands  to  purchase  instructional  materials 
and  audio/ visual  aids.  Proprietary  funds  will  be  generated  by  charges  for  the 
newsletter  and  student   workbooks  in  the   1987  biennium. 

ISSUE   1:      ELIMINATION   OF  AGENCY 

According  to  Section  20-31-103,  MCA,  the  purpose  of  the  fire  services  training 
school  is   to: 

1.  reduce  the  loss  of  life  and  personal  injury  caused  by  fire; 

2.  reduce  property  damage  and  loss  caused  by  fire; 

3.  provide   paid,    volunteer,    and   other   publicly   or  privately   employed   firefigh- 
ters with   professional  training; 

4.  provide  training  in   investigating  the  cause  of  fire; 

5.  develop    new   metlio'ls   of  fire  prevention   and   fire  fighting; 

6.  provide   expertise   for   testing   fire   fighting   methods   and    fire   fighting  equip- 
ment; 

7.  provide  public  educational  programs  to  promote  fire  prevention. 

The  following  is  an  analysis  of  the  performance  of  these  functions. 

Training 

Montana  presently  has  462  fire  departments,  of  which  17  are  paid  fire  depart- 
ments serving  13  cities.  Tlie  remaining  communities,  towns,  and  rural  areas  are 
s(M"ve(l  l)y  MT)  voliinlecM"  fire  departments.  Of  the  approximately  8,000  state 
firefight<M"s,    about    04    pcrceiif   or  8,084    are  volunteers. 

A  volunteer  firefighter  may  join  the  volunteer  firefighters  retirement  fund  if  he 
is  an  active  member  of  his  volunteer  fire  department  and  receives  30  hours  of  training 
per  year.  In  fiscal  1985,  approximately  5,000  volunteer  firefighters  or  61.8  percent 
qualified  for  the  retirement  fund.  (The  retirement  fund  is  derived  from  state  taxes 
on  fire  insurance  premiums,  which  are  collected  by  the  state  auditors.  Five  percent 
of  this  fund  goes  to  the  volunteer  firefighters  retirement  fund.)  As  such,  61.8 
percent  of  all  volunteers  received  30  hours  of  training.  The  Fire  Services  Training 
School  provide*]   20   percent   of  these  training  hours. 

According  to  a  legislative  audit  report,  dated  August,  1985,  over  21  percent  of 
Montana's    fire    departments    have   not    received    formal    training   from    any    source   in    the 
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last  two  years.  Therefore,  about  1,800  firefighters  have  not  recieved  any  formal 
training  in  the  past  two  years. 

According  to  the  same  audit  report  aside  from  the  Fire  Services  Training  School, 
there  aro  five  other  sources  of  fire  training  in  Montana:  1)  local  fire  dcpartinents 
train  paid  firefighters;  2)  the  Hureau  of  Indian  Affairs  and  liurcau  of  Land 
Management  provide  limited  training  generally  for  personnel  within  their  organization; 
3)  The  Montana  Department  of  State  Lands  is  primarily  responsible  for  all  wild  land 
fire  training  in  the  state;  4)  local  fire  districts  provide  training  to  group  members; 
and  5)  private  firms,  such  as  railroads  and  propane  distributors,  offer  training  to 
their  employees,   but  also  allow  area  fire  department  personnel  to  attend. 

Table  1  illustrates  the  number  of  participants  in  the  training  program  at  the 
school  in  fiscal  years  1985  and  1986,  the  number  of  classes  offered,  and  the  hours  of 
instruction . 

Table  1 
Participation  in   Fire  School  Training  Programs  for  Fiscal   1985  and   1986 

Time  No.   of  Classes       No.    of  Participants      Hrs.   of  Instruction    Hrs.   Per  Student 

Fiscal   1985  81  1,915  1,238  15.2 

Fiscal  1986 

(3   qtrs)  81  1,730  935  11.5 

In  fiscal  1985,  1,915  students  received  an  average  of  15.2  hours  of  training  per 
student.  In  fiscal  1986,  for  the  first  3  quarters  of  the  year,  935  students  received 
an  average  of  11.5   hours  of  training  per  student. 

Training  -  Manual 

The  International  Fire  Service  Training  Program  provides  manuals  to  the  Fire 
Services  Training  School  and  interested  fire  districts  concerning  various  skills  related 
to   firefighting.      Manuals    are   free   of  charge.      The   school    does    not    train    specifically 
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on  each  manual,  but  it  does  provide  tests  on  the  manuals  which  it  mails  to  the 
districts.  The  school  also  grades  each  test.  The  following  table  gives  the  school's 
statistics  on  those  who  took  tests  on  the  manuals  in  calendar  year  1985  and  to  date  in 
1986. 


Table  2 
Manuals  Program  Activity  Report 


Manual 

Basic 

Forcible  Entry 

Ladders 

Hose 

Salvage 

Fire  Streams 

Fire  Apparatus 

Ventilation 

Rescue 

First   Aid 

Fire   Inspection 

Self-Contained  Breathing  Apparatus 

Water  Supply 

Total  Tests  Graded 


1985 

166 

27 

5 

8 

8 

8 

15 

18 

8 

10 

4 

9 

39 

325 


Jan-March 
1986 

81 

5 
14 

2 

7 

9 

3 

3 

2 

6 

1 

2 

7 

142 


Certification 

The  fire  school  offers  certification  to  those  firefighters  who  successfully  pass  a 
test  for  any  of  the  following  classifications:  Firefighter  I,  II,  III.  and  Airport  Fire 
Firefighter.  Certification  is  not  a  requirement  to  be  a  firefighter,  and  the  school  is 
not  yet  nationally  accredited  to  give  the  test. 

The  fire  school  does  not  offer  classes  specifically  relating  to  certification.  How- 
ever, certification  has  been  a  "carrot"  to  influence  local  fire  districts  to  provide  suf- 
ficient training  for  members  to  successfully  pass  certification  tests.  Table  3 
illustrates  exams  administered  and  percent  of  success  for  Firefighters  1,  11,  III  level 
certification  program   for  calendar  years   1983   to   1986. 
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Table  3 
Certification  Tests  Administered  and  Level  of  Success   for  1985-1986 


Certification  Exam  Admin.    Percent   Exam  Admin.   Percent   Exam  Admin.    Percent   Exam  Admin.    Percent 
Level  1983      Success       1984     Success       1985      Success       1986     Success 


T 

133 

N/A 

124 

.71 

229 

.72 

71 

58 

N/A 

110 

.57 

268 

.57 

11  I 

113 

N/A 

101 

.3? 

385 

.32 

A  1  rporl 

FF 

-0- 

N/A 

-0- 

-0- 

17 

.85 

-0- 


-0- 
100 
-0- 
-0- 


Tol  a  I 


304 


335 


899 


Fire  School  uses  calendar  years  for  statistics.   1986  is  for  January  through  March. 


From   1980-1985,    1,110  persons  have  obtained  certification   from   the  fire  school. 

Since  June,  1985,  the  number  of  persons  takings  the  test  has  fallen  off 
dramatically.  Up  until  June,  1985,  certification  involved  successful  completion  of  a 
written  examination  derived  from  standards  adopted  by  the  National  Fire  Protection 
Association.  Since  June,  1985,  a  person  must  not  only  take  a  test  but  also  perform 
tasks  related  to  certification.  Three  persons  must  witness  the  completion  of  each  task 
and  attest  to  its  bein^  completed  properly. 

According  to  the  school  officials,  all  personnel  spend  some  time  developing  certi- 
fication test  materials.  In  fiscal  1985,  one  FTE  spent  full  time  on  certification.  In 
fiscal  1986,  about  40  percent  of  one  FTE  is  specially  utilized  for  testing  nnd  grading. 
Taking  into  consideration  the  one  FTE  who  is  primarily  responsible  for  certification 
and  overhead  costs,  the  program  cost  in  fiscal  1985  was  approximately  $30,586  and  in 
fiscal  1986  will  be  approximately  $12,329. 

Fire  Investigation  Training 

The  Fire  Services  Training  School,  according  to  statute,  provides  training  in  in- 
vestigating the  cause  of  a  fire.  However,  based  upon  an  oral  agreement  with  the 
State   Fire  Marshal   in    1983,    the   Fire   Marshal   Bureau   has   assumed  most  of  the  respon- 
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sibility  for  providing  firo  investigation   training.      The  fire  school  does  maintain  educa- 
tional material  in  its  resource  center  which  relates  to  fire  investigation  training. 

Educational   Programs 

School  officialK  maintain  that  the  school's  major  function  is  as  a  resource  center. 
Local  districts  utilize  the  educational  materials  to  conduct  their  own  training.  In 
fiscal  1985  the  Fire  Services  Training  School  had  over  2,000  educational  mailings. 
(This  does  not  include  mailings  concerning  schedules,  newsletters,  etc.)  Educational 
material  in  Iho  resource  center  includes  approximately  400  audio-visual  type  items  and 
approximately  1,100  books,  technical  reports,  and  instruction  kits  which  contain  spe- 
cialized equipment.  The  school  pays  the  postage  on  all  educational  mailings.  In 
fiscal  1985,  total  postage  was  $2,451.  Table  4  illustrates  the  resource  center  use 
from  calendar  years   1983   to   1986. 


Table  4 
Resource  Center  Use  From  Calendar  Years  1983  to  1986 


Items  Loaned 

Films 

Slides 

Video  Tapes 

Transparencies 

Lesson   Plans 

Equipment 

Total 


1983 


1984 


1,541* 


1^651* 


Jan-April 

1985 

1986 

594 

129 

858 

237 

495 

160 

60 

28 

44 

45 

6 

3 

2^057 

iSI 

♦breakdown  not  available 


New  Methods  and  Materials 

The    Fire    Services    Training   School,    according   to    statute,    develops    new    methods 
of   fire   prevention    and    firefighting.      At    present,    the    Fire    Services    Training    School 
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only    makes    information    available    concerning    new    methods    of    fire    prevention    and 
fighting;   it  does  not  develop  new  methods. 
Public  Education 

Public  education  programs,  according  to  school  definition,  are  educational  pro- 
grams which  deal  directly  with  the  public.  In  fiscal  1985,  the  school  provided  1.5 
programs,  and  in  fiscal  1986  it  has  provided  .50  programs  (a  carryover  from  fiscal 
1985).  The  school  docs  provide  classes  which  instruct  fin^fighters  on  how  to  teach 
others.  It  is  the  school's  philosophy  that  this  approach  will  ultimately  roach  more 
people. 

Summary 

The  legislature  may  want  to  consider  elimination  of  Fire  Services  Training  School 
for  the  following  reasons. 

1.  The  Fire  Services  Training  School  training  programs  only  reach  22  percent 
of  the  state's  volunteer  firefighters  each  year. 

2.  39.8  percent  of  the  61.8  percent  of  firefighters  who  received  ;{()  hours  of 
training  or  more  in  fiscal  1985  did  not  utilize  the  Fire  S(>rvie(>s  Training 
School  at  all. 

3.  Certification  testing  is  not  required  to  fight  fires  and  has  lost  appeal  since 
stricter  requirements  came  into  play. 

4.  The  school's  major  operation  is  the  resource  center  which  handled  2,057 
mailings  in   fiscal  1985  or  approximately  7.9  mailing  a  day. 

5.  The  Fire  Marshal  conducts  the  majority  of  investigative  training. 

6.  Public  education  programs  are  very  limited  and  almost  nonexistent. 

7.  Training  alternatives  are  available  and  are  being  used  by  the  majority  of 
firefighters . 

lUiniination     of    the     Fire     Services     Training     School     would     require    that     the     22 

percent  of  firefighters  using  the  Fire  Services  Training  School   go  to  another  available 

source.      Certification   testing   could   be   handled   by   the   Office  of   Public   Instruction  or 

through    adult    education.       OPI's    audio/visual    library    and    the    State    Library    could 

handle    resource    requests.      Investigative    training   is    being   performed    mostly    by    the 
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Fire  IWarshnl.  Public  education  proprams,  according-  to  the  leprislative  auditors,  are 
already  being-  performed  by  local  fire  departments,  private  organizations,  and  the 
federal  government. 

Option  A :      Eliminate  the  Fire  Services  Training  School  for  a  general  fund  reduc- 
tion of  $238,541. 
Option   R  :       Place   1   FTE   under  the  Fire  Marshal  to  function  as  a  fire  education  re- 
source specialist   for  a  general  fund   savings  of  $204,022.      This   position 
would    provide    scheduling   information    in    regards    to    available    classes, 
make    certification    training   available   twice    a    year,    coordinate    with    the 
state   library    and    the    Office   of   Public    Instruction    audio-visual   library 
to    insure    that    new    materials    are    made    available    and    pro-vide    limited 
training. 
Option   C :       Eliminate  the  general  funding  and  increase  proprietary  funds  by  a  like 
amount  to  make  the  agency  self-supporting. 
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riscai  lyoi 

Budget  Items 

House  Bill  500 

Governor's   Budget 

Difference 

F.T.E. 

86.82 

84.82 

2.0 

Personal  Service 

$1,979,483 

$1,929,571 

$  49,912 

Operating  Expense 

1,151,050 

1,065,413 

85.637 

Equipment 

37,960 
13^168^493 

37,960 
$3^032^944 

-0- 

Total  Expenditures 

llMiSii 

General   Fund 

$2,710,993 

$2,575,444 

$135,549 

Federal  Revenue 

457.500 

457,500 

-0- 

Total   Funding 

$13|^54| 

ISSUES   IN   GOVERNOR'S 

BUDGET   

----------   Fiscal 

1987 

General   Fund 

Other   Funds 

Gov.    1.      Governor's  5   Percent   Cut 

A.    Education 

Program 

$(49,912) 

-0- 

B .    Audiology 

Program 

$(85,637) 

-0- 

ISSUE   GOV.    1:      5   PERCENT   CUT 

Two  FTE  in  the  itinerant  component  of  the  education  program  arc  reduced.  This 
program  has  3  FTE  consultants  that  travel  to  Montana  public  schools  to  work  with 
children  who  have  sight  problems.  The  1  FTE  consultant  rciiuiining  will  contiiuu-  (ho 
program   but   will  only   provide   services  to  those  childrtMi   with   scvoi-c   vi.sual   [>fobloms. 

The  number  of  hearing  tests  given  to  school  children  each  year  arc  reduced.  In 
fiscal  1986  tests  were  given  to  grades  K.  1,  2,  3,  7.  and  8.  The  Board  of  Education 
recently  changed  their  policy  reducing  the  number  of  tests  to  be  g^ven,  however, 
the  $85,637  is  the  dollar  amount  the  school  is  reducing  from  the  audiology  program 
to  meet  the  5  percent  budget  reduction  and  it  is  not  based  on  any  estimates  of 
reduced  hearing  tests  related  to  the  board's  new  policy. 
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Budget  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%  Change 
FY85-FY87 

FTE 

85.36 

85.36 

86.82 

86.82 

1.46 

Personal  Service 
Opornting-  Expense 
Eqnil)inor)t 

$1,889,597 

911,722 

13,969 

$1,945,340 

1,163.588 

9,509 

$2,015,910 

1,103,643 

48,928 

$2,093,156 

1,151,050 

37,960 

7.6 
(1.1) 
299.2 

Total   Expenditures 

$2^815^288 

^^iiiiii2Z 

$^±168^481 

$3^282^166 

5,3 

Fund   Source 

General  E'und 
Federal  and  Other 

Total  Funds 


$2,397,856        $2,624,294        $2,682,257      $2,813,464  7.2 

417,432  494,143  486,224  468,702  (5.1) 


$2^815^288       13^118^437       $3^,168^481     $3^282^166 


5,3 


ISSUES 


1 .  Pre-School  Teachers 

2.  Reclassified  Positions 

Option  A. 
Option  B. 

3.  Audiological  Services 


Fiscal  1987   

General  Fund        Other  Funds 


$(42,320) 

$(71,000) 

$(23,759) 

$(187,566) 


The  Montana  School  for  the  Deaf  and  Blind  is  for  children  and  adolescents  who 
are  deaf  anti/or  blind  or  whos(>  hearing  or  sight  is  so  defective  that  they  arc  unable 
to  receive  a  proper  education  in  the  public  schools  of  the  state.  The  statutory  au- 
thority for  the  school  is  contained  in  Title  20,  chapter  8,  part  1,  MCA.  Approxi- 
mately 325  children,  ranging  in  age  from  infancy  to  18,  are  served.  Of  these,  ap- 
proximately three-fourths  are  serviced  by  the  school's  Outreach  and  Itinerant  Pro- 
gram,   and  the  other  75   to  80   students  reside  on  campus   during  the  school  year. 

Funding  support  for  the  school  is  provided  from  the  general  fund,  interest  and 
income   from   school  trust  lands,    federal   Chapter   1   funds   available  under  the  Education 
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Consolidation  Improvement  Act  of  1981,  federal  school  food  funds,  and  proceeds  from 
athletic  events. 

Personal  services  increase  7.6  percent  from  fis<;al  1985  to  fiscal  1987.  This  in- 
crease is  due  to  the  pay  plan  allocation  and  the  addition  of  1.46  FTE  pre-school 
teachers  to  accommodate  an  anticipated  ten  additional  pre-school  children  in  the  1987 
biennium.  Operating  expenses  decrease  $12,538  or  1  percent  between  fiscal  1985  and 
fiscal  1987  largely  due  to  the  1985  biennial  audit  appropriation  being  expended  in  fis- 
cal 1985  and  the  1987  biennial  audit  expense  being  appropriated  in  fi.csoil  1986  rather 
than  fiscal  1987.  Equipment  increased  by  $28,451  or  approximately  300  percent  in  fis- 
cal 1987  compared  with  fiscal  1985.  Included  in  equipment  costs  for  fiscal  1987  is  a 
decoder  (a  device  which  attaches  to  a  television  set  and  displays  at  the  bottom  of  the 
screen  what  is  being  said),  3  washer/dryer  sets,  a  telephone  communication  system, 
and  audio  visual  equipment. 

The  decrease  in  federal  and  donated  funds  in  fiscal  1987  is  due  to  using  part  of 
the  fund  balance  in  fiscal  1985. 

ISSUE   1:      PRESCHOOL  TEACHERS 

For  the  1987  biennium,  the  legislature  appropriated  $40,774  in  fiscal  1986  and 
$42,320  in  fiscal  1987  for  an  additional  1.46  FTE  teachers  for  pro-school  (ihildren. 
The  additional  teachers  include  a  .73  FTE  teacher  for  the  hearing  impairod  and  a  .73 
FTE  teacher  for  the  visual/multi-handicapped.  The  legislature  approved  the  hiring  of 
the  additional  teachers  subject  to  an  enrollment  increase  of  ten  pre-school  children  in 
the  1987  biennium. 

Enrollment  of  pre-school  children  has  increased  from  eleven  children  at  the  be- 
ginning of  fiscal  1986  to  the  current  level  of  sixteen.  Seventeen  pre-school  children 
are  projected  by  year-end. 

The  school  has  utilized  the  1.46  FTE  teachers  as  substitute  teachers  during  fis- 
cal   1986    and   year-to-date   expenditures    for   those   positions    as    of   April    11,    1986    are 
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$20,456.      No  additional  pre-school  teachers  have  been  hired  in   fisonl  1986. 

Since  these  positions  were  not  utilized  as  the  legislature  intended,  the  legislature 
may  want  to  eliminate  the  positions  in  fiscal  1987. 

There  are  currently  2  vacant  teacher  positions  at  .73  FTE  each,  one  in  the 
primary  (pre-school)  program  and  one  in  the  junior  high  school  program,  that  would 
be  available  for  substitute  teacher  positions. 

Option  A :      Delete     the   1.46  FTE   teachers  for  a   general  fund   savings  of  $42,320  in 

fiscnl  1987. 
Option   B:       Take  no  action. 

issui':  ■>:    ni:j,FTH  exci:ss  fti:  tkansferrkd  to  student  services  "C"  wing 

The  school  has  two  40  bed  dormitories  for  children  who  live  on  campus  and  at- 
tend the  school.  In  September  1985,  the  school  closed  "C"  Wing  because  the  resident 
population  was  down  to  65.  "C"  wing,  which  has  a  bed  capacity  of  12,  was  reopened 
again  on  January  8,  1986  when  the  resident  population  reached  71.  This  wing  had 
not  been  closed  in  either  fiscal  year  1984  or  1985.  Table  1  shows  an  analysis  of  the 
resident  populations   for   fiscnl   years   1984   to   1986. 


Table   1 

Dormitory   Bed   Capacity  and   Resident   Populations 

Fiscal   1984-1986 


Bed 

School  Year 

School  Year 

School  Year 

Wing 

Capacity 

1983/1984 

1984/1985 

1985/1986 

A 

13 

14 

14 

14 

R 

12 

11 

13 

9 

C 

12 

9 

7 

7 

D 

13 

14 

14 

14 

K 

1'.! 

l(> 

Ml 

13 

!■ 

12 

17 

15 

14 

Totals 


74 


81 


73 


71 


Note:      "C"  Wing  has  an  additional  4  beds  used  for  infirmary  beds.     When  resident 
population  is  high  there  can  be  double  bunking. 
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The  breakdown  of  current  population  by   departments,   in  wings,   is  as   follows: 

"A"  Wing  -Fourteen  (14)  girls  ages  11-18  yearr.  Three  (3)  of  these  stu- 
dents are  visually  impaired  and  eleven  (11)  are  deaf.  Six  (6)  of 
these  students  have  an  additional  handicapping  conditions(s) 
which  include  cerebral  palsy,  developmental  disabilities,  and/or 
orthopedic  handicaps.    (2   staff  persons) 

"B"  Wing  -Nine  (9)  students  ages  3-9  years.  Five  (5)  of  these  students 
are  boys  and  four  (4)  are  girls.  Two  (2)  of  the  children  have 
an  additional  handicapping  condition  which  includes  visual  im- 
pairment and  orthopedic  handicap.      (2   staff  persons) 

"C"  Wing  -Seven  (7)  students  ages  5-16  years.  Four  (4)  of  these  students 
are  boys  and  three  (3)  are  girls.  All  of  these  children  have  one 
or  more  additional  handicapping  conditions  which  include  cerebral 
palsy,  developmental  disabilities,  orthopedic  handicaps.  (2  staff 
persons) 

"D"  Wing  -Fourteen  (14)  girls  ages  16-20  years.  Thirteen  (13)  deaf  and 
(1)  visually  impaired  children.  Two  (2)  of  these  students  have 
an  additional  handicapping  condition  of  developmental  disabilities, 
visual  impairment,    and  orthopedic  handicap.      (2  staff  persons) 

"E"  Wing  -Thirteen  (13)  boys  ages  16-18  years.  All  of  the  students  in  this 
department  are  deaf.  Six  (6)  have  additional  handicapping  con- 
ditions of  orthopedic  handicaps,  developmental  disabilities,  and 
visual  impairments.      (2   staff  persons) 

"F"  Wing  -Fourteen  (14)  boys  ages  11-13  years.  Three  (3)  have  additional 
handicapping  conditions  of  developmental  disabilities,  cystic 
fibrosis,    and   orthopedic  handicap. 

The  authorized   FTE  level  for  the  dormitories  remained  fairly  constant  from  fiscal 

1984  until  January  8,    1986  when  "C"  Wing  was  reopened.     Table  2   shows  the 

authorized  positions  for  fiscal  1984  to  1986. 

Table  2 
School  For  the  Deaf  and  Blind  -  Authorized  Positions  in  the  Student  Services  Program 


Change 

Positions 

Fiscal  1984 

Fiscal  1985 

Fiscal  1986 

Fiscal  84-86 

Administrative 

4.00 

3.00 

3.75 

(0.25) 

House   Parents 

3.92 

3.92 

3.92 

-0- 

Cottage  Life  Attendants 

11.85 

12.98 

15.71 

3.86 

Food  Service  Workers 

2.09 

2.34 

2.34 

0.25 

Cooks 

1.51 

1.90 

1.90 

0.39 

Nurses  Aides 

3.35 

2.58 

2.58 

(.77) 

Total  FTE 

26jlI2 

26^72 

30^20 

_3^48_ 
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Table  2  shows  that  FTE  increased  by  3.48  in  fiscal  1986.  This  increase  is  made 
up  of  a  .75  FTE  secretary  position  transferred  from  the  education  program,  a  .25 
FTE  vacant  administrative  clerk  position  transferred  from  the  administration  program, 
a  .75  FTE  vacant  groundskeeper  position  transferred  from  the  general  services 
program,  and  1.73  FTE  vacant  positions  transferred  from  the  education  program. 
The  2.73  vacant  positions  transferred  to  the  student  services  program  were 
reclassified  to  cottage  life  attendant  positions.  The  cost  difference  in  reclassification 
is  shown  in  Table  3.  Budgeted  benefits  are  at  23.9  percent  which  would  make  the 
personal  service  savings  from  the  reclassification  $23,759. 


Table  3 
School  for  the  Deaf  and  Blind  -  Reclassification  of  Positions 

Fiscal  1986 


Current  Position 

.25   Admin.    Clerk 
.75   (Iroundskccpor 
1  .00   Education 
.73   Teacher 

Total 


Authorized 

Reclassified 

Reclassification 

Budgeted   Cost 

Position 

Budget  Cost 

Savings 

$  2,908 

.25 

$   3,523 

$(      615) 

8.725 

.75 

10,569 

(1,844) 

29,269 

1.00 

14,093 

15,176 

16,747 

.73 

10,288 

6,459 

$57^649 


$38^473 


iis^ize 


Table  1  shows  that  resident  populations  in  school  years  1984  and  1985  were  high- 
er than  the  current  population  in  school  year  1986.  In  both  years,  "C"  wing  was 
open  and  staffed  from  the  authorized  cottage  life  attendant  positions  of  11.85  and 
12.98  for  school  years  1984  and  1985  respectively.  When  the  2.73  vacant  positions 
were  reclassified  to  cottage  life  attendant  positions,  the  reason  given  was  that  it  was 
necessary  for  the  reopening  of  "C"  wing.  Since  this  reclassification  of  positions  is 
not  supported  by  the  population  statistics,  the  legislature  may  want  to  delete  the 
vacant  positions  that  were  reclassified  to  cottage  life  attendant  positions.  This  would 
be  a  general  fund  savings  of  approximately  $71,000  including  benefits. 
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Option  A:      Delete  the  2.73  current  level  positions  that  were  reclassified  to  CLA 
positions  for  a  1987  general  fund  savings  of  $71,000. 

Option  B :       Retain   the  reclassified  position,   but  roduce  the  appropriation  for  the 
Bnlnry   .snvinpK  of  $i!.'{,759. 

Option   C :       Take   no  nction. 

ISSUE  3:      AUDIOLOGICAL   SERVICES   REDUCTION 

The  audiological  services  program  is  a  statewide  audiological  screening  service 
provided  by  private  contractors  under  the  administration  of  the  school.  This  program 
had  been  the  responsibility  of  the  Office  of  Public  Instruction  until  July  1 ,  1984  when 
It  was  transferred  to  the  School  for  the  Deaf  and  Blind. 

Responsibility  for  the  audiological  services  rests  with  the  Superintendent  of  Pub- 
lic Instruction.      Section  20-7-403(14),   MCA  states: 

20-7-403.  Duties  of  Superintendent  of  Public  Instruction.  The  super- 
intendent of  public  instruction  shall  supervise  and  coordinate  the  conduct  of 
special  education  in  the  state  by: 

(14)  contracting  for  the  delivery  of  audiological  services  to  those  chil- 
dren allowed  by  Montana  law  in  accordance  with  policies  of  the  board  of 
public  education. 

The  Board  of  Public  Education  policies  concerning  audiological  services  are  spec- 
ified in  the  board's  1986-87  guidelines,   which  state  in  Section  II   (A)(1): 

Screening.  Screening  tests  are  intended  to  identify  those  individuals 
in  need  o7  referral  for  in-depth  evaluation  and  identification.  Services 
shall  be  conducted  as  prescribed  in  the  1983  guidelines  described  under 
hearing  screening,  middle  ear  screening,  and  rescreening,  except  that  the 
mandatory  grades  to  be  screened  annually  may  be  limited  to  grades  K ,  1 ,  4 
and  9. 

This  screening  policy  was  recently  amended  by  the  board  for  the  1986-87  school 
year  as  a  cost  cutting  measure  to  meet  the  Governor's  5  percent  budget  cuts.  Pre- 
viously the  screening  had  been  required  for  grades  K,    1,   2,   3,    7,    and  8. 

Table  4  shows  the  audiological  screening  provided  in  fiscal  1985. 
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Table 

4 

Utilization 

of  the 

Audiological  Testing 

Service 

in  Fiscal  1985 

Age 

Children  Screened 

Children  Re-Screened* 

0-2 

1,976 

33 

3-5 

12,332 

1,438 

6-18 

83,779 

18,765 

18-21 

56 

8 

Total 

98^141 

20^214 

♦Children  who  require  another  test  for  accurate  evaluation. 

Public  school  enrollment  for  the  1985  fiscal  year  was  151,224.  A  comparison  of 
the  number  of  children  screened  (excludes  re-screening)  to  the  total  public  school 
enrollment  shows  that  approximately  65  percent  had  a  screening  test. 

In  thr  1985  bienniiim  there  war  nn  appropriation  of  $1,439,203  foi-  nudiologicnl 
services.  lixpenditures  for  the  program  in  fiscal  1984  were  $500,130,  and  in  fiscal 
1985  expenditures  were  $912,230.  As  table  4  shows,  children  tested  in  fiscal  1985 
totaled  118,388.  Therefore,  the  average  cost  per  test  in  fiscal  1985  was  approximately 
$7.71. 

Using  the  fiscal  1985  average  cost  of  $7.71  increased  to  $8.18  for  inflation  in 
fiscal  1987,  it  would  cost  $485,434  to  test  pre-kindergarten  children  and  grades  K,  1, 
4,  and  9  based  on  fiscal  1985  statistics  for  screening  and  re-screening.  This  is 
$187,566  less  than  the  fiscal   1987   appropriation  of  $673,000. 

Option  A :       Contract  for  audic  logical  testing  for  children  under  age  5   and 

grades  K,    1,   4,   and  9  only  for  a  general  fund  savings  of  $187,566. 
Option  B :      Take  no  action. 


E-21 


>Sf' 


OFFICE  OF  PUBLIC   INSTRUCTION 


Governor's   Issuos 

Issue   1:      Across  the   Board   Cuts 
OPI  -  State  Administration 
OPI  -  Dist.   to  Public  Schools 
Billings  Vo-Tech 
Butte  Vo-Tech 
Great  Falls  Vo-Tech 
Helena  Vo-Tech 
Missoula  Vo-Tech 

TOTAL   GOVERNOR'S   CUTS 


LE'A  Policy  Options 

Delete  Vo-Ed  Curriculum   Specialist 

Delete  AV  Library  Equipment 

Two  Percent   Reduction 

Reduce  Special  Education  State  Grants 

Eliminate  Secondary  Vo-Ed  Grants 

Vo-Tech  Centers  Decreased  Enrollment 

Vo-Tech  Centers  Educ.    Trust  Interest 

TOTAL  LFA  OPTIONS 

COMBINED  GOVERNOR'S  CUTS  AND 
LFA  OPTIONS 

Less:     Duplicated  Cuts 

TOTAL  UNDUPLICATED  REDUCTIONS 


;   Cut 

nil 

General   Fund 

$     112,963 

Othor   I'unds 

Total 

4.7 

$45,729 

$      158,692 

5.0 

1,789,637 

-0- 

1,789,637 

8.3 

66,222 

-0- 

66,222 

6.5 

50,061 

-0- 

50,061 

7.0 

54,588 

-0- 

54,588 

6.3 

81,588 

-0- 

81,588 

7.6 

65,423 
$2^220^482_ 

-0- 

65,423 

L 

.A^i^Tlg^ 

$2^266^211 

32,221 

$        -0- 

$        32,221 

29,228 

-0- 

29,228 

50,130 

-0- 

50,130 

576,035 

-0- 

576,035 

480,000 

-0- 

480,000 

122,655 

50,405 

173,060 

115,467 

(115,467) 

-0- 

|li|Q|xZM^ 

$_I65^0621 

$U340^674 

$3,626,218 
(810,269) 

$   (19,333) 
-0- 

$3,606,885 
$   (810,269) 

$2^815^fl49_ 

La^ii^Ml 

$^^Z06^0ie_ 

GOV.  ISSUE  1:   ACROSS  THE  BOARD  CUTS 

The  Governor  has  proposed  5  percent  across-the-board  general  fund  and  state 
special  revenue  reductions  in  fiscal  1987  for  the  Office  of  Public  Instruction,  the  dis- 
tribution to  public  school  program  (excluding  the  foundation  and  permissive  program) 
and  the  vocational  technical  centers.  The  actual  general  fund  reduction  in  the  state 
administration  function  is  4.7  percent  of  the  fiscal  1987  general  fund  appropriation. 
Combined  with  the  reduction  in  the  distribution  to  public  schools  function,  th(>  overall 
agency  general  fund  cut   is   5   percent. 


E-22 


At  the  vo-tech  centers,  all  reductions  are  taken  in  general  fund,  resulting  in  a 
greater-than-5-percent  general  fund  reduction.  The  overall  cuts  at  the  vo-techs 
equal  five  percent  of  the  general  fund,  county  millage,  and  education  trust  interest 
appropriations . 

LFA   POLICY   OPTIONS 

The  Legislative  Fiscal  Analyst  has  presented  five  policy  options  for  legislative 
consideration  impacting  the  Office  of  Public  Instruction  and  Vo-Tech  Centers.  The 
details  of  these  options  are  included  in  the  analysis. 

DUPLICATED   CUTS 

The  total  reduction  presented  by  the  (Jovernor  and  the  Legislative  Fiscal  Ana- 
lyst policy  options  total  $3,606,885.  Duplication  totaling  $810,269  occurs  in  three 
areas  as  presented  in  table  1   below . 


Table  1 

Duplicated  Cuts  in  Governor's  Budget  and  LFA  Policy  Options 

Office  of  Public  Instruction 


Agency /Function 

1.  OPI   -  State  Admin. 

2.  OPI   -   Special  Ed. 

3.  Vo-Techs 

Total  Duplicated  Cuts 


Gov. 

.    5% 

Cut 

$ 

112, 

,963 

1 

,440. 

,087 

317, 

,882 

LFA    Policy 
Option 

$111,579 
576,035 
122,655 


Amount 
Duplicated 


$111, 

576. 
122, 

.579 
,035 
,655 

$810^269 
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Budget  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 
Fiscal         %  Change 
1987          FY85-FY87 

FTE 

136.10 

137.10 

134.10 

134.10 

(3.0) 

Personal  Service 
Operating  Expense 
Equipment 

$3,305,193 

1,335,438 

111,974 

$3,578,645 

1,351,478 

115,637 

$3,622,819 

1,587,140 

57,193 

$3,751,588 

1,538,398 

59,710 

4.9 

13.8 

(48.4) 

Total  Operating  Costs 
Non-Operating  Costs 

$4,752,605 
411.656 

$5,045,760 
415,281 

$5,267,152 
445.666 

$5,349,696 
443,738 

6.0 
6.9 

Total   Kxp<MiriltiirnH 

|&xl£4i2Ci 

iiAHi^Ml 

$&^ii^±m 

l^±Z2;i±4^:'l 

=^fi±L 

Fund  Source 

General  Fund 
State  Special 
Federal  Revenue 
Other  Funds 

$2,214,690 

680,064 

2,269,507 

-0- 

$5^164^261 

$2,436,721 

646,033 

2,376,077 

2,210 

$5,461^041 

$2,428,102 

760,792 

2,523,924 

-0- 

liiZiLiii 

$2,506,516 
769.980 
2,516,938 
-0- 

2.8 

19.2 

5.9 

Total  Funds 

$5^793^434 

==lii=: 

Tcciypq                    _ 

1987 

her  Funds 

General 

1  Fund        Otl 

1.  Vocational  Education 

2.  Audio- Visual  Library 

3.  2  Percent  Reduction 

$(32, 
$(29, 
$(50, 

221) 
228) 
130) 

-0- 
-0- 
-0- 

The  Office  of  Public  Instruction  is  the  state  education  agency  which  provides 
general  supervision  of  the  public  primary  and  secondary  schools  and  postsecondary 
vocational  technical  centers  in  Montana.  The  Office  of  Public  Instruction  administers 
federal  and  state  regulations  applicable  to  the  local  school  districts,  provides  technical 
and  curriculum  assistance,  monitors  federal  programs  and  expenditures,  provides 
state  leadership  to  local  districts,  and  disburses  state  funds  to  local  school  districts 
in  the  area  of  special  education,  transportation,  and  others.  The  Superintendent  of 
Public  Instruction  is  an  elected  official  and  serves  a  four- year  term. 
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The  budget  for  the  Office  of  Public  Instruction  provides  funding  for  five  pro- 
grams: chief  state  school  officer,  basic  skills,  vocational  education,  administrative 
services,    and  special  services. 

Personnel  costs  for  fiscal  1987  increase  4.9  percent  from  fiscal  1985.  The  in- 
ci'cnso  is  (kic  to  the  pny  plnii  appropriation  of  $189,459.  Operating  costs  increase 
13.8  percent  from  fiscal  1985  to  1987  due  to  a  teacher  pre-certification  and  student 
achievement  testing  program,  increased  rent  and  janitorial  costs,  $40,000  to  administer 
the  Title  lY  sex  desegregation  grant,   and  inflation. 

Equipment  decreases  48.4  percent  because  the  Office  of  Public  Instruction  used 
operating  funds  to  purchase  r^o,uipment  in  fiscal  1985. 

Non-operating  costs  are  indirect  cost  transfers  from  nongeneral  fund  programs  to 
the  administrative  cost  center  where  indirect  cost  activity  is  recorded. 

State  special  revenue  includes  $168,371  in  fiscal  1987  for  the  audio-visual  library 
rental  fees,  indirect  cost  assessments  of  $443,738,  resource  assessment  funds,  and 
school  food  reimbursements  from  local  school  districts.  Federal  revenue  increases  5.9 
percent  from   fiscal  1985   to  1987. 

ISvSUI'    1:      VOCA'2M(mAL    HDUCATION 

buriiig  r<'{^;ular  session,  the  legislature  provided  a  biennial  appropriation  of 
$193,327  general  fund,  excluding  pay  plan,  for  3.0  FTE  education  program  specialists 
that  wore  supported  in  the  1985  biennium  from  federal  vocational  education  funds. 
The  legislature  approved  this  general  fund  replacement  as  sufficient  federal  funds 
were  not  available  to  maintain  the  positions  in  the   1987   biennium. 

One  education  program  specialist,  grade  15,  has  been  vacant  all  of  fiscal  year 
198G.      Deleting  this  position   would   save  $32,221   general  fund  in   fiscal  1987. 

Option   A  :       Doloto  th(^   unfilled   position  and   reduce  the   fiscral    1987    general   fund 

appropriation  by  $32,221. 
Option  B:      Take  no  action. 
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ISSUK   2:      AUDIO-VISUAL  LIRRARY   USAGE   VS.    FEES 

General  fund  is  used  to  purchase  new  films  in  the  audio-visual  library.  The 
rest  of  the  operation  is  to  be  self-supporting  through  film  rental  fees. 

The  film  library  has  5,071  films  and  has  purchased  new  films  every  year. 
However,  the  film  rentals  and  income  is  declining.  Following  is  a  review  of  the 
pricing  history  and  usage  as  reported  by  the  Office  of  Public  Instruction. 

Pricing  History 

The  Audiovisual  Library  was  established  by  the  legislators  of  the 
twenty-seventh  session  in  1941.  Users  were  requested  to  donate  films  to 
the  library,  based  upon  their  use  of  the  library.  lor  example,  up  to  74 
bookings  a  year,  the  school  would  be  requested  to  donate  one  four  hundred 
foot   film . 

In  1960,  a  rental  rate  of  $1.00  per  film  was  established.  That  rate 
was  in  effect  until  1975  when  the  rental  rate  for  films  was  changed  to  $2.00 
per  film  per  week.  In  1977,  the  rate  was  raised  to  $5.00  per  film  for  a  one 
week  booking.  In  1979,  the  rate  of  rental  was  changed  again  to  $6.50  per 
film  per  week.  In  1980  a  dual  rate  was  adopted.  For  films  longer  than  ten 
minutes  in  length,  the  rate  is  $6.50  per  film,  shorter  than  ten  minutes  is 
$3.50  per  film.      This  rate  schedule  remains  in  effect. 

Usage  Report 

In  1973,  use  of  the  library  was  at  its  high  point.  In  the  first  weekly 
run  there  were  80,000  requests  for  one  year  with  a  peak  week  of  2,300 
films  shipped. 

In  contrast,  the  total  yearly  requests  for  the  1983-84  school  year  were 
18,000   films  with  a  peak   week  of  800   films  shippe<l. 

The  total  yearly  requests  for  the  1984-85  school  year  is  16,000  films 
with  a  peak  week  of  almost  600  films  shipped. 

Usage  of  the  library  has  declined  every  time  the  rental  rate  has 
increased. 

Financial  Condition 

In  the  1985  session,  $164,464  in  fiscal  1986  and  $168,371  in  fiscal  1987  was  ap- 
propriated from  rental  fees.  As  of  April  30,  1986,  the  audio-visual  library  had  col- 
lected $83,538.  To  "break  even"  the  library  would  need  to  collect  $80,926.  in  the 
last  two  months  of  the  fiscal  year. 
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Program  Outlook 

New  films  have  been  purchased  yearly,  the  library  has  a  large  film  inventorj'', 
film  prices  haven't  been  raised  since  1980,  general  fund  supplements  the  film  pur- 
chases each  year,  and  yet  demand  for  the  audio- visual  library  services  is  decreasing. 
The  need  for  this  service  from  the  Office  of  Public  Instruction  should  be  reevaluated 
in  fiscal  1987.  While  this  reassessment  is  occurring,  the  legislature  may  consider  not 
spending  the  $29,228  of  general  fund  appropriated  for  films  in  fiscal   1987. 

Option   A  :       Do  not  purchase  films   for  a  general   fund  savings  of  $29,228  in   fiscal 

1987   and   ask   the  Office  of  Public   Instruction   to  reevaluate   the  program 
before  the   19«7   session. 
Option  B :      Take  no  action. 

ISSUE   3:      2   PERCENT   REDUCTION 

In  response  to  the  Governor's  request  for  a  2  percent  general  fund  reduction  in 
fiscal  1986,  the  Office  of  Public  Instruction  reduced  its  general  fund  appropriation  for 
state  administration  $46,420.  All  reductions  were  made  in  operating  expenses.  Con- 
tiniaing  a  2  percent  general  fund  reduction  in  fiscal  1987  would  reduce  general  fund 
$50,i:{0.  Table  5  below  illustr/ites  the  fiscal  impact  to  the  Office  of  Public  Instruc- 
tion of  a  two  percent  reduction  in  fiscal  1987. 
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Personal  Service 
Operating  Expense 
Equipment 

Total  Operating 
Non-Operating 

Total  Expenses 


General  Fund 
State  Special 
Federal  Revenue 

Total  Fund 


Table  5 
2  Percent  General  Fund 

Reduction 

Appropriated 
Fiscal  1987 

2  Percent 
Cut 

Revised 
Fiscal  1987 

$3,751,588 

1,538,398 

59,710 

$         -0- 
(50,130) 

$3,751,588 

1,488,268 

59,710 

$5,349,696 
443,738 

$(50,130) 

$5,299,566 
443,738 

15.123^424 

$2,506,516 

769,980 

2.516.938 

iiSO^UOi 
$(50,130) 

$2,456,386 

769,980 

2,516,938 

l&iZiSiiM 

IXifiilMi 

||a,ZiS^2M 

Option  A:      Decrease  the  fiscal  1987  general  fund  appropriation  $50,130, 
Option  B :      Take  no  action. 
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Actual 

Actual 

After  2% 

Appropriated 

%  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

FY85   to 

Budget   Item 

1984 

1985 

1986 

1987 

FY87 

Special  Education 

$26,197,564 

$27,248,933 

$27,451,564 

$28,801,733 

5.7 

Special  Education 

Contingencv 

410,826 

427,278 

784,000 

-0- 



Trfi  11  sport  at  ion 

5,574.642 

6,083,466 

5,964.280 

6,086,000 

.04 

School   Lunch 

074,100 

648,214 

627.200 

655,000 

].0 

Gifted/Talented 

93,475 

105,987 

98,000 

100,000 

(5.6) 

Secondary  Vo-ed 

749,354 

750,646 

980,000 

-0- 



Adult   Basic  Ed. 

136,672 

146,227 

148,535 

155,962 

6.7 

Federal  Grants 

2,960,293 

4,151,072 

3,886,412 

3,964,879 

(4.5) 

Impact  Aid 

4,978 
$36^801^904 

4,135 
$39^565^958 

11,050 
$39^951^041 

13,000 
$39^776^574 



Total 

=-!= 

Fund  Source 


General  Fund                $33,704,939 
State  Special                        136,672 
Federal  Revenue             2,960,293 

$35,268,659 

146,227 

4,151,072 

$35,916,094 

148,535 

3,886,412 

$35,655,733                1.1 
155,962                6.7 
3,904,879              (4.5) 

Total  Funds              $36^801^904 

$39^.565^958 

$39^951^041 

$39^.776.^574              __^5_ 

IQ5nF<5 

TMr^^^l     1  OCT 

General  Fund        Other  Funds 

1 .  Special  Education 

2 .  Secondary  Vo-ed 

$(576,035)                    -0- 
$(480,000)                    -0- 

The  Distribution  to  Public  Schools  Program  is  used  by  the  Office  of  Public  In- 
struction to  distribute  state  and  federal  grants  to  local  school  districts  and  education 
agencies  in  several  areas  including,  special  education,  pupil  transportation,  school 
lunch,  gifted  and  talented  grants,  vocational  education,  adult  basic  education,  and 
state  impact  aid.  Following  is  a  short  summary  of  the  areas  within  the  distribution 
program . 

Special  Education  -  School  districts  provide  a  free  and  appropriate  public  educa- 
tion   for    all    handicapped    children.       As    of    December    1,     1985,     14,859    children    were 
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being  served  in  the  special  education  program.  The  appropriation,  which  is  all  gen- 
eral fund,   increased  5.7  percent  from  fiscal  1985  to  fiscal  1987. 

Special  education  contingency  -  The  special  education  contingency  is  used  to 
[)rovi(lf'  funding  for  schoolR  that  incur  unanticipated  spcci.il  «'clu('Mti()ti  (expenses. 
I'unding  decreased  to  a  1987  biennial  appropriation  of  $800,000  which  was  reduced  to 
$784,000  under  the  2   percent  reduction. 

Transportation  -  School  districts  providing  home-to-school  transportation  of  chil- 
dren receive  a  state  reimbursement.  The  fiscal  1987  appropriation  increased  .04  per- 
cent from  1985,    due  to  inflationary  increases. 

School  lunch  -  The  local  school  lunch  programs  are  funded  from  federal  cash  and 
commodity  assistance,  charges  to  participants,  school  district  funds,  and  state  general 
fund  appropriations.  The  state  appropriation  of  $655,000  reflects  the  minimum  federal 
funds  matching  requirements. 

Gifted  and  Talented  -  This  program  provides  competitive  grants  to  local  schools 
for  implementing  or  improving  their  gifted  and  talented  programs.  The  general  fund 
appropriation  has  remained  at  $100,000   since  the  program's  inception. 

Secondary  Vocational  Education  Grants  -  General  fund  is  used  to  supplement 
secondary  vocational  education  programs  funded  through  the  school  foundation  pro- 
gram and  local  property  levies.  The  biennial  appropriation  was  for  $1  million,  which 
is  $500,000  less  than  the  1985  biennial  appropriation. 

Adult  Basic  Education  -  This  program  provides  high  school  level  education  to 
persons  who  have  not  completed  twelve  years  of  education.  The  program  is  funded 
by  federal  funds,  local  permissive  levies,  and  ocluratioii  trust  iiitorrst  funds.  The 
fiscal  1987  appropriation  is  for  $155,962,   a  6.7  percent  increase  over  fiscal  1985. 

Federal  Grants  -  These  are  funds  received  from  the  U.S.  Department  of  Educa- 
tion for  use  by  school  districts. 
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Impact  Aid  -  Section  20-9-304,  MCA,  provides  for  supplementary  payments  from 
the  state  to  school  districts  that  provide  education  to  children  of  employees  of  public 
institutions. 

ISSUE   1:      SPECIAL   EDUCATION 

The  1985  legislnture  appropriated  general  fund  of  $28,011,800  in  fiscal  1986  and 
$28,801,733  in  fiscal  1987  for  special  education  programs.  The  appropriated  totals 
were  based  upon  fiscal  1984  expenditures  of  $26,197,627  plus  inflation  of  6.9  percent 
in  firnal  lybf^  and  an  additional  2.8  percent  in  fiscal  1987. 

Special  education  programs  served  15,132  students  in  fiscal  1984  at  a  cost  of 
$1,731  per  student.  Assuming  a  maintenance  of  that  number  of  students,  the 
appropriated  funds  per  students  totaled  $1,851  in  fiscal  1986  and  $1,903  in  fiscal 
1987. 

As  part  of  the  Governor's  2  percent  reductions,  the  fiscal  1986  appropriation  was 
reduced  by  $560,236  to  $27,451,564.  This  did  not  result  in  a  2  percent  reduction  in 
funds  per  student,  however,  as  the  number  of  students  in  special  education  had  de- 
creased by  1.8  percent,  from  15,132  to  14,839.  According  to  the  Office  of  Public  In- 
struction, the  decrease  in  students  was  due  to  stricter  criteria  for  qualifying  for  spe- 
cial education  programs.  As  a  result,  there  was  no  appreciable  decrease  in  funds  per 
student  from  the  original  appropriated  increase  of  6,9  percent  as  shown  in  the  follow- 
ing table. 

Table  1 

Actual  and  Anticipated  Special  Education 

Fiscal  1986 

Anticipated  1986  Actual  1986 

Appropriation  $28,011,800  $27,451,564 

Students  -r   15,132  -f   14.839 

Funds  Per  Student  $lj.851__  IliHQ,,^ 
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If  enrollment  remains  constant  at  14,839,  the  fiscal  1987  appropriation  could  be 
reduced  by  2  percent  with  no  appreciable  impact  on  funds  per  student  from  the  origi- 
nal appropriation ,    as  shown  in  table  2 . 

Table  2 

Actual  and  Adjusted  Special  Education 

Fiscal  1987 

Anticipated  1987  Adjusted  1987 

Appropriation  $28,801,733  $28,225,698 

Students  t   15,132  -   14,839 

Funds  Per  Student  ^^^|ii2£2_  ==zz|i±i2i== 

Option  A :      Reduce  fiscal  1987  special  education  grants  by  2  percent  to  $28,225,698 

saving-  $576,035  in  general  fund. 
Option  B :      Take  no  action. 

ISSUE   2:      SECONDARY   VO-ED   GRANTS 

General  fund  of  $1,000,000  was  allocated  in  the  1987  biennium,  over  and  above 
the  school  foundation  allocation,  to  approved  secondary  vo-ed  programs  in  the  state 
to  fund  their  "excess"  costs.  The  special  provision  for  excess  costs  is  row  designed 
by  the  Office  of  Public  Instruction  to  relieve  local  taxpayers  of  costs  associated  with 
vo-ed  programs,  such  as  extended  teacher  contracts  and  equipment,  not  associated 
with  other  school  programs. 

Secondary  vo-ed  programs  are  given  an  additional  state  general  fund 
appropriation  above  the  foundation  program  amount.  As  stated  earlier,  the  special 
grant  is  designed  by  OPI  to  reduce  the  burden  on  local  taxpayers  of  excess  program 
costs.  As  seen  in  table  3,  however,  the  program  costs  are  increasing  very  rapidly. 
Total  program  costs  have  increased  31.6  percent  in  three  years.  The  cost  per 
student  has  increased  38.6  percent,  while  the  CPI  is  expected  to  increase  only  10.4 
percent.      Therefore,    regardless    of    the    $480,000    state    grant,    the    local    taxpayer    is 
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experiencing  significant  cost  increases  due  to  the  program  expenditure  growth.  The 
state  grant  is  2.8  percent  of  the  total  secondary  vo-ed  program  costs  in  fiscal  1986 
and  amounts  to  $19  per  student.  It  appears  that  the  taxpayers  would  benefit  from 
program  cost  control.  Tho  $480,000  annual  state  grant,  which  is  0.3  percent  of  the 
total  general  fund  scliool  budget,  is  insignificant  in  terms  of  property  tax  relief  state 
wide. 

Table  3 
Secondary  Vo-Ed  Costs  and  Statistics 


%  %  %  OPI  Est.   Cumulative 

Fiscal  1983  Chg  Fiscal  1984  Chg  Fiscal  1985  Chg  Fiscal  1986   Change 

Total  Cost         313,117,061  10. A  $14,447,664  14.6  $16,556,305  4.2  $17,258,000     31.6% 

FxcPRS  Costs         2,879,484            3,061 ,473  3,112,321  3,164,000 

Regular  Costs      $10,237,577  11.2  $11,386,191  18.1  $13,443,984  4.8  $14,094,000 

Divide  by  Students      25,159              24,442  24,861  25,000 

Cost/Student       S       407  14.5  $       466  16.1  S       541  4.3  $       564     38.6% 


CI' I  3.7  3.9  2.5  10.4% 

School  Foundation  4.0  3.0  4.0  11.4% 


Option  A :      Discontinue  the  special  secondary  vo-ed  grant,    saving  $480,000  in  gen- 
eral fund  in  fiscal  1987. 
Option  B  :       Take  no  action. 
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Expenditures  by  Center 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%  Change 
FY85-FY87 

Itilliii^H 
Hutte 

Great  Falls 
Helena 
Missoula 

$1  ,543,458 
1,235,200 
1,414,589 
2,096,771 
2,132,251 

$1  ,646,106 
1,304,065 
1,539,114 
2,163,296 
2,195,715 

$1  ,758,985 
1,376,051 
1,471,761 
2,123,861 
1,990.336 

$1,823,335 
1,425,915 
1,523,817 
2,211,895 
2,066,869 

10.8 
9.3 

(1.0) 
2.2 

(5.9) 

Total  Expenditures 

|a±i^ii2|i 

||^MS^g|£ 

^8^720^994 

iSifiii^iai 

=^d= 

Fund   Source 

General  Fund 
Tuition 

County  Millag-e 
Education  Trust  Int. 
Fed.    Vo-ed. 

$4,500,571 

1,303,110 

823,751 

616,180 

1,178,657 

$4,695,349 

1,407,340 

842,220 

724,730 

1,178,657 

$4,699,204 

1,469,220 

855,233 

895,000 

802,337 

$4,831,278 
1,544,765 

868,314 
1,000,000 

807,474 

2.9 

9.8 

3.1 

38.0 

(31.5) 

Total  Funds 

TC  C  TTT?0 

$8^22^269 

$8,848^296 

$8^122^111 

$9^051^831 

-  Fiscal  198 
;ral  Fund   01 

7    _    _    _    _    _ 

iobUJafc)                      -        -    - 

Gene 

ther  Funds 

1.  Enrollment 

2.  Education  Trust  Interest 

$(122,655) 
$(115,467) 

$(50,405) 
$115,467 

Montana's  Post-secondary  Vocational  Technical  Contors  are  located  in  Hillin^cs, 
Butte,  Great  Falls,  Helena  and  Missoula,  and  collectively  serve  approximntoly  2,500 
students  annually.  The  centers  offer  vocational  technical  training-  in  business,  dis- 
tribution and  marketing,  health,  home  economics,  and  trade  and  industrial  occu- 
pations. The  centers  are  under  the  general  supervision  of  the  Office  of  Public  In- 
struction. 

As  may  be  noted  from  the  above  table,  total  expenditures  increase  $203,535  in 
fiscal  1987  or  2.3  percent  from  fiscal  year  1985.  Individual  center  expenditure  in- 
creases between  fiscal  1985  to  1987  range  from  a  10.8  percent  increase  at  Billings  to  a 
5.9  percent  decrease  at  Missoula.  This  is  because  "caps"  on  the  minimum  and  maxi- 
mum expenditure  limitations   were  not  implemented,    as   they  had  been  in   the  past.      It 
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was   the  legislature's   hope   that   by   not   using   "caps"   each   vo-tech   center   would   move 
closer  tc  a  system  average. 

Budgets  for  the  vo-tech  centers  are  estimated  by  using  a  funding  formula  devel- 
oped by  the  1981  session  Education  Subcommittee  and  refined  by  the  Legislative  Fi- 
nance Committee  in  the  1983  interim.  The  formula  estimates  the  centers'  budgets  in 
four  different  areas:  instruction,  support,  plant  operations  and  maintenance,  and 
equipment. 

The  instruction  program  budget  is  developed  from  the  product  of  student  enroll- 
ment and  a  flat  rate  per  student  based  on  fiscal  1982  instruction  costs.  Inflation  and 
pay  plan  increases  are  added  to  the  student  instruction  rate  each   year. 

Aclivilics  in  the  sup[)(>r1  progi-atn  include  iiiHtruction  .support,  academic  super- 
vision, financial  and  institutional  administration,  and  student  services.  The  budget 
factors  used  to  estimate  the  support  program  budget  include  support  staffing  stan- 
dards, average  compensation  for  each  type  of  support  position,  an  average  operating 
cost  per  full  time  equivalent  support  staff,   and  legislative  audit  costs. 

The  plant  operation  and  maintenance  personal  services  budget  is  estimated  using 
support  staffing  standards  and  average  compensation.  The  operating  expenses  are 
budgeted  incrementally  for  each  unit  using  the  same  inflation  factors  applied  to  other 
state  agencies. 

Equipment  is  estimated  in  two  ways.  Small  equipment  items  with  a  unit  price  of 
$1,000  or  less  are  provided  for  from  a  flat  rate  which  totaled  $36  per  student  in  fiscal 
1987.  Larger  capital  equipment  needs  are  submitted  by  each  center  and  considered 
on  an  individual  basis. 

Funding  for  the  vo-techs  comes  from  five  sources:  1)  general  fund;  2)  tuition: 
Students  paid  $540  in  tuition  per  year  in  fiscal  1985  and  will  pay  $593  in  fiscal  1987; 
3)  county  millage:  The  county  in  which  each  center  is  located  levies  1.5  mills  each 
year.  These  funds  increased  3.1  percent  from  fiscal  1985  to  fiscal  1987;  4)  education 
trust  interest:      These  funds  were  increased  by  38.0  percent  from  fiscal   1985   to  fiscal 
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1987  to  help  defer  the  effects  of  the  large  decrease  in  federal  funds;  5)  federal 
funds:  the  Carl  Perkins  Act  of  1984  is  the  vehicle  by  which  federal  money  is  appro- 
priated for  vo-tech  centers.  The  major  changes  included  in  the  Act  causing  the  31.5 
percent  decrease  in  funds  were  the  provisions  that  federal  money  could  not  "maintain" 
a  program,   but  rather  must  expand  and  improve  progi'ams. 

ISSUE   1:      ENROLLMENT   PROJECTIONS 

The  fiscal  1986  appropriation  assumed  2,605  FTE  students;  however,  actual  en- 
rollment was  2,519  FTE  students,  or  86  fewer  students  than  estimated.  Table  1 
shows  enrollment  by  center.  The  appropriation  for  fiscal  1987  assumed  the  same  num- 
ber of  student  FTE  as  in  fiscal  1986.  Therefore,  the  estimated  student  FTE  for  fiscal 
1987  should  reflect  actual  fiscal  1986  enrollment. 

Table  1 
Vo-Tech  Enrollment  Estimated  and  Actual  for  Fiscal  1986 


Center 


Billings 
Butte 

Great  Falls 
Helena 
Missoula 


Approp. 

Actual* 

Percent 

FY  1986 

FY  1986 

Difference 

Change 

511 

499 

(12) 

(2.4) 

415 

406 

(9) 

(2.2) 

423 

391 

(32) 

(7.6) 

060 

647 

(13) 

(2.0) 

596 

577 

(19) 

(3.2) 

System  2605  2519  1861  £3^31 


Source:      OPl,    12th   Day  Enrollment  Reports 


Two  programs,  instruction  and  equipment,  are  directly  impacted  by  FTE  student 
enrollment.  Instruction  support  equals  student  FTE  times  a  flat  rate  of  $2,000  per 
student  before  pay  plan.  Small  equipment  support  equals  student  FTE  times  a  flat 
rate  of  $36  per  student. 

Table  2  illustrates  the  fiscal  1987  appropriation  for  instruction  and  small  equip- 
ment   utilizing    the    actual    fiscal    1986    student    FTE    instead    of    the    estimated    student 
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FTE.  Assuming  thflt  fiscal  1987  student  FTE  remains  at  the  actual  1986  level, 
$170,000  for  instruction  support  and  $3,060  for  small  equipment  support  is  unneces- 
sary. 


Tabic  2 

Approprint 

od  and   Revi 

isod   Instruction 

Support 

for  FY   1987 

-   -    -  Approp. 

FY    1987    -    - 

-    -    -   Revised 

FY   1987    -   -    - 

Sma  1 1 

Sma  1 1 

Approp/revised 

Approp/revised 

Center 

I  ttsi  rue  1  i  on* 

l'"(|ulpmenl 

Inst  ruction* 

1 

-Equipment 

Instruction    ($$) 

Equipment    ($$) 

Hi  1  lillK.-' 

$1  /);':',  000 

$18,396 

$      998,000 

$17,964 

$    (24,000) 

$      (432) 

Butte 

830,000 

14,940 

812,000 

14,616 

(18,000) 

(324) 

Great   Falls 

846,000 

15,228 

782,000 

14,076 

(64,000) 

(1,152) 

Helena 

1,320,000 

23,760 

1,294,000 

23,292 

(26,000) 

(468) 

Missoula 

1,192,000 

21,456 

1,154,000 

20,772 

(38,000) 

(684) 

System  Total 

$';j^210j^000 
no!    included. 

$93^780 

$5,040,000 

=:  x:e  =: =r=  i= =r= 

S90j,720 

$(170,000) 

$0^0601 

*l'ay   plan 

Tuition  revenue  is  estimated  at  a  level  requirinpf  each  FTE  student  to  pay  $593 
in  fiscal  1987.  Because  of  enrollment  decreases,  tuition  revenue  will  decrease  $50,405 
from  the  estimated  appropriation.  Table  3  shows  tuition  revenue  estimated  for  fiscal 
1987  and  the  revised  tuition  revenue  using  actual  enrollment  in  fiscal  1986. 


Table  3 
Tuition   Revenue  as  Estimated  and   Revised  for  Fiscal  1987 


Center 

nilliiips 
Butte 

Great  Falls 
Helena 
Missoula 

System 


Tuition 
Appropriated 


$ 


303.023 
240,095 
250,839 
391,380 
353,428 


$1^544^765 


Tuition 
Revised 

$  295,907 
240,758 
231.863 
383,671 
342.161 

11^494^360 


Increase  or 
(necrcnsp) 

$  (7.110) 
(5.337) 

(18,976) 
(7,709) 

(11,267) 

$150^4051 


If    actual    fiscal    1986    enrollment    is    used    for    fiscal    1987,    instruction    and    small 
equipment    costs    would    be    reduced    $170,000    and    $3,060,    respectively,    for    a    total    of 
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$173,060.      Taking   into   account   the   reduction   in   tuition   revenue,    the   decrease   to  the 
general  fund  is  $122,655. 

Option  A:      Decrease  the  vo-tech     center     appropriation  for     instruction  and     small 
equipment   by   $173,060   to   reflect    actual   enrollment,    for   a   general   fund 
savings  of  $122,655   and  a  tuition   reduction  of  $50,405. 
Option  B  :       Take  no  action. 

ISSUE   2:      INCREASED   EDUCATION   TRUST    INTEREST 

As  provided  in  Section  90-6-211,  MCA,  the  adult  basic  education  (ABE)  program 
and  the  postsecondary  vocational  technical  centers  receive  10  percent  of  the  interest 
earnings  from  the  coal  tax-funded  education  trust  account.  This  law  also  states  that 
the  use  of  the  funds  is  subject  to  the  budgeting  authority  of  the  legislature.  Since 
the  legislature  passed  the  law  in  1983  authorizing  the  distribution  of  this  education 
trust  interest,  it  has  chosen  to  fund  ABE  at  current  level  and  appropriated  the  re- 
maining estimated  income  to  the  vo-tech  centers. 

Section  3  of  both  the  1983  and  1985  general  appropriations  act  states  that  the 
approving  authority  (the  Governor)  shall  decrease  the  general  fund  appropriation  of 
the  agency  by  the  amount  of  funds  received  from  other  sources  (in  this  case,  the 
education  trust  income)  in  excess  of  the  appropriation  provided  in  this  act  unless 
such  action  is  contrary  to  state  or  federal  law  or  the  approving  authority  certifies 
that  the  services  to  be  funded  by  the  additional  funds  are  significantly  different  from 
those  for  which  the  agency  has  received  a  general  fund  appropriation. 

In  fiscal  1985,  the  total  interest  income  collected  for  ABE  and  vo-techs  was 
$954,856  while  total  interest  expenditures  were  $870,957.  The  remaining  $94,680  (af- 
ter adjustments)  was  left  in  fund  balance  in  the  ABE  account.  The  legislature  in- 
tended that  the  vo-tech  centers  should  receive  all  the  interest  income  after  the  needs 
of  ABE   had  been  met   up  to  the  appropriated   level.        The  excess   revenue   should   have 
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boon    used   to   reduce   genernl   fund   at   the   five   vo-tech   centers.      No   general   fund    re- 
versions occurred. 

Education  trust  interest  income  estimates  from  our  office  have  been  roviso<l  up- 
ward since  the  1985  legislature  established  the  ABE  and  vo-tech  appropriations. 
Table  4  dotnils  th(^  conibiriod  fund  analysis  of  the  state  specrial  revenue  neeounts  for 
AMI';  and  tJu-  vo-tech  cent(;rs.  The  fiscal  1986  and  1987  estimated  columns  show  that 
revenue  will  exceed  appropriated  expenditures  in  fiscal  1986  and  will  be  less  than 
appropriated  expenditures  in  fiscal  1987.  Assuming  there  is  no  general  fund  rever- 
sion in  fiscal  1986,  there  is  estimated  to  be  a  $115,467  fund  balance  at  fiscal  year  end 
1987.  Using  this  fund  balance  to  offset  general  fund  at  the  vo-tech  centers  in  fiscal 
1987  will  not  result  in  expenditure  reductions,  but  will  provide  a  one-time  general 
fund   savings  of  $115,467. 

Table  4 
Combined  Fund  Balance  for  ABE  and  Vo-Tech  Education  Trust  Interest 

Fiscal  Years   1984   to  1987 


Beginning  Fund  Balance 
Receipts /Transfer  In 

Total  Funds  Available 

Expenditures 
PY  Adjustments 

Total  Exp.    &   Adj. 

Net  Operations 
Adjustments 

Ending  Fund  Balance 


Option  A :       Reduce     the     1987   general     fund     appropriation  of  the  vo-tech  centers 
$115,467    and   increase   the   education   trust   interest    appropriation   by   a 
like  amount. 

Option   B  :      Take  no  action. 
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FY84  Actual 

FY85  Actual 

FY86  Est. 

FY87   Est. 

$          -0- 

$     3,826 

$        94,680 

$      140,757 

756,678 

954,856 

1,089,612 

1,130,662 

$756,678 

$958,682 

$1,184,292 

$1,271,419 

752,852 

870,957 

1,043,535 

1,155,952 

-0- 

(7,013) 
$863,944 

-0- 

-0- 

$752,852 

$1,043,535 

$1,155,952 

$     3,826 

$   94,738 

$      140,757 

$      115.467 

-0- 

(58) 
i_9i^C80_ 

-0- 

-0- 

__$3^826 

$__ilQ^Z|Z 

i     115^467 

ADVISORY   COUNCIL   FOR  VO-ED 


Rudp:et   Item 

FTE 

Personal  Service 
Operating  Expense 
Equipment 


Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

Altcr   2?, 

Fiscal 

1986 

Approp. 

I'iscal 
1987 

'h   C'liaii{TO 
FY85-FY87 

2.0 

2.0 

2.0 

2.0 

0.00 

$55,805 

38,826 

449 

$57,771 

38,658 

-0- 

$   58,857 

57,493 

-0- 

$   59,380 

56,970 

-0- 

2.8 
47.4 

Total  Expenditures  |iiil|Q  liiiilg  |llii2Sfi  |llfiiMQ  ZQ^l 
Fund   Source 

Federal  Funds  $95.140  $96,429  $116.350  $116,350  20.7 

Total  Funds  3E95^14Q  $9fi^422  $llfi^35Q  $llfi^35Q  2Q^I 


The  Montana  Advisory  Council  was  created  in  1969  by  executive  order  to  comply 
with  the  Education  Amendments  Act  (P.L.  94-487).  The  Carl  Perkins  Act  of  1984 
changed  the  name  of  the  council  to  the  State  Council  for  Vocational  Education. 
Membership  is  limited  to  13.  The  council's  responsibility  changed  from  an  advisory 
role  to  the  Superintendent  of  Public  Instruction  on  matters  dealing  with  vocational 
education  to  a  partner  role  in  the  planning  and  evaluation  process. 

The  State  Council  for  Vocational  Education  has  one  program  and  2  FTE.  Fund- 
ing is  20.7  percent  higher  in  fiscal  1987  than  fiscal  1985  due  to  increased  federal 
support  which  the  council  utilized  for  operating  expenses. 
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Budget   Items 

H 

ouse  Bill  500 

Governor's  Budget 

Difference 

F .  T  .  F'  . 

4.0 

4.0 

0.00 

I'orsoiuil   tH'rvir<» 

$111  ,2(;5 

$111  ,2(if; 

$       -0- 

Opcrntiiifj^   i:xprnso 

227.932 

222,117 

(5,815) 

Totnl  Operating  Costs 

$339,197 

$333,382 

$(5,815) 

Non-Operating  Costs 

168,600 
$507^797 

168,600 
$501^982 

-0- 

Totnl  Expenditures 

iii±iiii 

General  Fund 

$116,300 

$110,485 

$(5,815) 

Federal  Revenue 

391,497 
1507^797 

391,497 
$501^982 

-0- 

Total   Funding 

|i|±ii|l 

ISSUES    IN    COVl.HNOK'S 

BUDCiET 

---------   F'iscal 

1987 

General   Fund 

Other  Funds 

Gov.    ].      Governor's   5   P 

ercent   Cut 

A.    Administration 

$(3,460) 

-0- 

B.    Special  Pr 

ograi 

TIS 

$(2,355) 

-0- 

ISSUE   GOV.    1:      5    PERCENT 

CUT 

The  Montana  Arts  Council  is  decreasing  contracted  services  in  the  Administration 
Program   by  $3,460. 

In  the  Special  Program,  the  council  is  decreasing  Artists  in  the 
Schools/Community  Match  giMiornJ  fund  support  by  $2,355.  Total  support  remaining 
for  the  program,  which  includes  community  match  funds,  federal  funds,  and  general 
fund,   is  approximately  $135,000. 
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Budget    ItcMii 

FTE 

Personal  Service 
Operating  Expense 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

I'uiul   Source 

General  Fund 
State  Special 
Federal  Revenue 

Total  Funds 


Actual 

l''iHcaI 
1984 


Actu/il 

I'lHcal 

1985 


After   2?, 

I'IhcmI 

198() 


4.0 

4.0 

4.0 

4.5 

$118,561 

$ 

92,669 

$ 

121,830 

$ 

126,237 

256,974 

284,356 

236,245 

235,617 

2,754 

1,896 

-0- 

-0- 

$378,289 

$ 

378,921 

$ 

358,075 

$ 

361,854 

377,380 

774,822 

860,815 

815,206 

Appi'op. 
I'iscnl  V.   Clumge 

1987  FY8r)-FY87 


.50 


$755^,669       $U153^Z43       $1^218^890     ^UlZZ^OgO 


$130,883  $      119,739  $      118,707  $      118,379 

224,205  587.333  063,255  063,256 

400,581  446,671  436,928  395,425 

$755^669  $1^153^743  $1^.218^890  11^177^060 


36.2 
(17.1) 


(4.5) 
5.2 


2^0 


(1.1) 

12.9 

(11.5) 

2.0 


ISSUES 


. Fiscal  1987 

General  Fund         Other  Funds 


1 .  Community  Arts  Project  Grants 

2.  Decrease  Operating  Expense 


$(20,000) 
$(5,815) 


The  Montana  Arts  Council  was  created  in  1967  to  encourage  the  study  and 
presentation  of  the  arts,  foster  public  interest  in  our  cultural  heritage  and  resources, 
and  encourage  and  assist  in  freedom  of  artistic  expression.  Services  include  the 
administration  of  federal  and  coal  tax  supported  grants,  special  project  administration, 
and  the  provision  of  technical  assistance  to  grant   recipients. 

Personal  services  increase  $33,568  or  36.2  percent  in  fiscal  1987  as  compared  to 
fiscal  1985  due  to  pay  plan  increases  and  the  addition  of  a  .50  FTE  a  grade  12 
accountant,  whose  duties  include  grant  administration.  A  cultural  and  aesthetic  grant 
of  $45,000  for  the  Folklore  Project  was  included  in  the  operating  expenses  for  fiscal 
1985   and,    not  included  in  the  fiscal   1987   operating  budget,    resulting  in   the  decrease 
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of    17.1     percent    in    operating    expenses.       The    Arts     Council  did    not    request    any 

equipment  for  the   1987   biennium.      Non-operating  costs  include  federal   grant   funds  of 

$148,600    from    the    National    Endowment    for    the    Arts,    $646,606  cultural    and    aesthetic 
grants,   and  $20,000  in   general  fund. 

ISSUE   1:      GENERAL   FUND   GRANTS 

Community  grants  total  $794,776  in  fiscal  1987  and  are  made  up  of  three 
sources:  1)  federal  funds  from  the  National  Endowment  for  the  Arts  of  $128,171,  or 
16  percent  of  the  total  funding.  2)  a  cultural  and  aesthetic  grant  of  $646,605,  or  81.3 
percent  of  the  total,  and  a  general  fund  appropriation  of  $20,000,  or  2.5  percent  of 
the  total. 

The  Montana  Arts  Council  designated  $8,000  of  the  $20,000  general  fund  appro- 
priation for  underwriting  grants.  The  agency  refers  to  the  underwriting  grants  as 
"courage"  money,  in  that  a  community  may  want  to  bring  a  performing  artist  to  their 
locality,  but  be  afraid  of  losing  money  if  the  performance  does  not  generate  enough 
support.  The  Montana  Arts  Council  will  give  a  grant  of  up  to  either  20  percent  or 
$400  of  the  cost  to  sponsor  the  performing  artist.  If  the  community  makes  a  profit 
from  the  performance,  the  underwriting  grant  money  is  returned  to  the  arts  council. 
If  the  performance  does  not  make  a  profit,   the  community  retains  the  grant  money. 

The  remaining  $12,000  of  general  fund  is  for  community  grants.  The  grants 
must  be  used  for  charitable  and  educational  purposes.  There  is  no  distinction  made 
between  the  criteria  used  to  distribute  general  fund  grants  and  the  criteria  used  to 
distribute   federal  or  utlier   state   funds. 

If  the  legislature  deleted  the  $20,000  in  general  fund  appropriated  for  coniiiiunity 
grants,  funds  would  still  be  available  through  federal  and  cultural  and  aesthetic  grant 
funds. 

Option  A:  Delete  the  $20,000  of  general  fund  for  community  grants  in  fiscal 
1987. 

Option   E :  Take  no  action. 
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ISSUE   2:      DECREASE  OPERATING   EXPENSE 

In  compliance  with  the  Governor's  request  of  April  1,  1986,  the  Montana  Arts 
Council  submitted   for  analysis  proposed  5   percent  reductions  for  fiscal   1987. 

The  council  deleted  $3,460  from  the  administration  program  and  $2,355  from 
special  programs.  According  to  the  council,  the  $5,815  reduction  proposal  "will  cause 
a  general  tightening  of  our  overall  operation,  but  will  not  severely  effect  any  of  our 
current  programs."      Table   1  illustrates  the  reductions  proposed  by  the  arts  council. 


Table 

1 

5 

Percent   Reduction  to  Open 

ating  Fundi 

s  in  Fiscal 

1987 

Administration 

Special  Programs 

Expenditure 

Approp. 

Cut 

Revised 

Approp. 

Cut 

Revised 

Contract   Services 

$8,603 

$     676 

$  7,927 

$139,002 

$1,781 

$137,221 

Supplies 

4,286 

337 

3,949 

20,139 

258 

19,881 

Communications  / 

Transportation 

7,179 

564 

6,615 

5,103 

65 

5,038 

Travel 

15,469 

1,214 

14,255 

12,040 

154 

11,886 

Rent 

7,051 

554 

6,497 

5,727 

73 

5,654 

Repair/ Maintenance                   412 

32 

380 

750 

10 

740 

Other  Expenses 

1.057 

83 

974 

1,114 

14 

1.100 

Total 

$44^(}57 

$3^460 

$40^597 

$183^875 

12^355 

$181^5211 

For  the  Administration  Program  the  proposed  decrease  of  $3,460  i-epresents  2.7 
percent  of  the  total  operating  budget.  For  the  special  programs  the  proposed 
decrease  of  $2,355  represents  1  percent  of  the  total  operating  budget. 

Option  A:    Decrease  the  general  fund  appropriation  for  operating  costs  by  $3,460 
in  the  administration   program   and  by   $2,355  in  special  programs   for  a 
total  reduction  of  $5,815. 
Option  D :     Take  no  action. 
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Budget   Items 

House  Bill  500 

Governor's  Budget 

Difference 

F.T.E. 

52.50 

52.50 

0.00 

Personal   Service 

$1,178,562 

$1,127,844 

$(50,718) 

Operating  I']xponsc 

718,022 

713,078 

(4,944) 

Equipment 

21,473 
$1,918,057 

21,473 
$1,862,395 

-0- 

Total  Operating  Costs 

$(55,662) 

Non-Operating  Costs 

610,000 

610.000 
$2^472^395 

-0- 

Total  Expenditures 

1X55^6621 

General   Fund 

$1,113,240 

$1,057,578 

$(55,662) 

State  Special 

-0- 

-0- 

-0- 

Federal  Revenue 

1,055,222 

1,055,222 

-0- 

Proprietary 

359,595 

359,595 
|2i4I2i225 

-0- 

Total  Funding 

|i55i£g22 

ISSUES   IN   GOVERNOR'S 

BUDGET   

---------   Fiscal 

1987 

General  Fund 

Other   Funds 

Gov.    1.      Governor's  5   Percent   Cut 

A.    Administration 

$(18,132) 

-0- 

B.    Library 

$(5,129) 

-0- 

C.    Museum 

$(7,327) 

-0- 

D.    Publications 

$(1,466) 

-0- 

E.    Historic  Sites  Preservation 

$(2,564) 

-0- 

F.    Archives 

$(6,960) 

-0- 

G.    Education 

(Tours) 

$(14,084) 

-0- 

ISSUE   GOV.    1:      5   PERCENT   CUT 

Approximutcly  $50,718  of  the  budget  cuts  will  be  taken  from  personal  services. 
The  Historical  Society  stated  their  plan  was  to  invoke  a  hiring  freeze  to  meet  the 
budget  reduction.  If  savings  do  not  materialize,  there  will  be  layoffs  or  the 
reduction  of  operating  expenses. 

The  remaining  $4,944  of  the  budget  cut  will  come  from  building  rent.  General 
Services  Division  has  decreased  the  building  rent  by  2  percent. 
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Budget   Item 

FTE 

Personal  Service 
Operating  Expense 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Fund  Source 

General  Fund 
State  Special 
Federal  and  Other 
Proprietary 

Total  Funds 


Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

% 

Change 

1984 

1985 

1986 

1987 

FY85-FY87 

48.57 

52.00 

52.50 

52.50 

0.5 

$1,000,906 

$1 

,125,198 

$1,212,119 

$1,275,578 

13.4 

528,425 

601,616 

978,622 

729,598 

21.3 

18,983 

38,250 

501,606 

22,973 

(39.9) 

$1,548,314 
631,618 

$2^179.932 


$     979,892 

38,127 

885,054 

276,859 


$1 ,765,064 
361,771 


t2j.l26^835 


$1,047,407 

40,078 

697,500 

341,850 


$2,692,347      $2,028,149 
595,000  610,000 

$3^287^347     $2^638^149 


$1,223,627  $1,154,035 

197,969  47,968 

1,503,476  1,070,353 

362,275  365,793 


^2^179^932       ^2^126^835        13^287^347     $2^638^149 


14.9 
68.6 

24.0 


10.2 

19.7 

53.5 

7.0 

_24^Q_ 


ISSUES 


1. 

2. 


3. 


Fiscal    1987    -    

ricneral   Fund        Other  Funds 


Montana  Magazine 
Indirect  Costs 

Option   A . 

Option   B  . 
Capitol  Building  Tours 

Option  A. 

Option   B. 
2   Percent  Cuts 


$(41 ,809) 

$41,809 

$(13,233) 
$(11,125) 

$13,233 
$11,125 

$(28,168) 
$(13,033) 
$(23,081) 

-0- 
-0- 
-0- 

The  Montana  Historical  Society  was  established  in  1865.  Its  purpose  is  to 
acquire,  preserve,  and  protect  historical  records,  art,  archival  and  museum  objects, 
and  historical  places,  sites  and  monuments  for  the  use  and  enjoyment  of  the  citizens 
of  Montana. 

FTE  increase  by  .5  FTE  between  fiscal  1985  and  1987.  Fiscal  1985  contains  8.0 
FTE   which   were  added  to  the  agency  by  budget  amendment.      The  legislature  retained 
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4  FTK  of  these  8  and  then  added  an  additional  4.5  FTE  for  a  total  of  8.5  FTE.  The 
FTE  added  were:  1.0  FTE  accountant  and  .5  FTE  clerk  in  the  administration 
program;  2.5  FTF  in  th(<  tnusouni  for  renovation  work;  .5  FTI'l  jihotogrnphor  in  the 
archives  program;  2.0  FT}']  in  publications  for  book  publishing;  and,  2.0  FTE  in 
historic  preservation   for  historic  sites  work. 

Personal  services  increase  by  13.4  percent  or  $150,380  between  fiscal  1985  and 
1987.  This  results  from  upgrading  ten  positions  at  a  cost  of  $18,255,  adding  an 
additional  .5  FTE  at  approximately  $12,600,  pay  plan  allocation  of  $62,124,  and 
vacancy  savings  of  $64,000   realized  in  fiscal   1985. 

Operating  expenses  incicase  by  $127,982  or  21.3  percent.  This  increase  is  com- 
prised of  a  rent  increase  of  $38,300  for  the  building  addition,  $47,893  for  operating 
costs  to  renovate  the  museum,  an  additional  $13,033  for  tour  guides  for  the  next 
regular  session,   and  inflation  of  $35,000. 

Equipment  increased  in  fiscal  1986  to  reflect  the  purchase  of  the  C.  IVJ.  Russell 
art  for  $482,000.     This  was  authorized  in  House  Bill  961. 

Non-operating  expenses  increase  by  $248,229.  This  reflects  a>i  increase  in  grant 
iiu)ni(>s  I'oin^';  (o  local  comiiuiiiil ics  for  r(wloi'iition  and  preservation  of  historic  sites. 
The  source  of  these  funds  is  the  historic  sites  grant  from  the  National  Park  Service. 

Federal  and  donated  fund  increases  reflect  the  increased  historic  sites  grants  of 
$248,229,  plus  donation  increases  of  approximately  $140,000.  Table  1  shows  the 
appropriations  by  program  for  fiscal  1987. 
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Table  1 
Fiscal   1987  Appropriation  by  Prop^ram 


Program 

Administration 

Library 

Mii.sciiin 

PublicatioriM 

Historic  Sites 

Archives 

Education 

Total  Agency 


General  Fund 

$     402,390 

155,949 

229,509 

41,809 

76,914 

218,491 

28,973 


State 

-0- 
-0- 
-0- 
-0- 
-0- 
47,968 
-0- 


Federal 

Proprietary 

Total 

74,489 

$          -0- 

$      476,879 

34,067 

-0- 

190,016 

112.100 

-0- 

341  ,615 

-0- 

365,793 

407,602 

764,111 

-0- 

841,025 

18,658 

-0- 

285,117 

66,922 

-0- 

95,895 

$1^154^035         $47^968         $UQ70^353 


$365^793         $2^638^149 


ISSUE    1:       FUND    MONTANA    THE    MAGAZINE    OF    WESTERN     HISTORY    TOTALLY    BY 
PROPRIETARY   FUND 

Montana  the  Magazine  of  Western  History  is  a  historical  society  magazine  pub- 
lished four  times  a  year.  This  publication  is  funded  by  both  the  general  fund  and 
the  magazine  proprietary  fund.  The  general  fund  appropriation  for  fiscal  1987  is 
$41,809.  General  fund  began  subsidizing  the  magazine  in  the  1981  biennium.  Prior 
to  fiscal  1980,  the  magazine  was  funded  by  revenues  generated  from  magazine  sales. 
The  intent  of  the  46th  legislature  was  that  the  magazine  continue  to  be 
self-supporting.  This  is  stated  in  the  legislative  fiscal  analyst  1981  biennium 
Appropriations   Report: 

Although   general  fund  is  appropriated  to  cover  magazine  expenses,    the 
magazine  program  is  to  strive  to  be  self-supporting. 

This  is   further  evidenced   by   the   fact   that   the   magazine  is   funded    primarily  by 

an  enterprise  proprietary  fund.     Section  17-2-102,   MCA  defines  the  proprietary  fund: 

(b)     proprietary  fund  category,    which  includes; 

(i)      the  enterprise  fund  type,   which  accounts  for  operations: 

(A)     that  are  financed  and  operated   in   a   manner   similar  to  private  business 

enterprises    whenever    the    intent    of    the    legislature    is    that    costs     (i.e., 

expenses,     including    depreciation)    of    providing    goods    or    services    to    the 

general    public    on    a    continuing    basis    are    to    be    financed    or    recovered 

primarily  through  user  charges; 
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Every    year    since    fiscal    1980,    there    has    been    a    general    fund    appropriation    to 
help  support  the  magazine  as  shown  in  table  2. 


Table  2 

Montana  Magazine 

Funding  Fiscal  Years 

1980   to  1987 

Proprietary   Fund 

General   Fund 

Total 

General  Fund 

Fiscal  Year 

Appropriation 
$121,110 

Appropriation 
$13,059 

Funding 
$134,169 

Percent 

1980 

9.7 

1981 

133,221 

4,539 

137,760 

3.3 

1982 

131,392 

35,162 

166,554 

21.1 

1983 

144,278 

36,827 

181,105 

20.3 

1984 

135,169 

37,510 

172,679 

21.7 

1985 

178,321 

39,529 

217,850 

18.1 

1986 

152,359 

41,320 

193,679 

21.3 

1987 

142,221 

41,809 

184,030 

22.7 

Subscriptions  to  the  magazine  have  increased  14.3  percent  from  fiscal  1985  to 
fiscal  1987.  However,  most  of  this  increase  is  due  to  1,100  special  subscriptions  by 
the  Western  Historical  Association  in  fiscal  1986.  Table  3  illustrates  the  number  of 
paid  subscribers  to  the  magazine  since  fiscal   1981. 

Table  3 
Subscribers  to  Montana  Magazine  from  Fiscal  1981  to  1986 


No.    of  Subscribers 


Fiscal 
1981 

9,103 


Fiscal 
1982 

8,259 


Fiscal 
1983 

9,007 


Fiscal 
1984 

9,905 


Fiscal 
1985 

9.080 


Fiscal 
1986 

10,404 


The  price  of  the  magazine  has  not  increased  since  fiscal  1981,  but  has  remained 
constant  at  $15.00  per  year  or  $4  per  single  copy.  However,  during  that  same  time 
period,  the  cost  of  the  program  has  gone  from  $137,760  a  year  to  $193,679  which  is  a 
40.6  percent  increase. 

The  total  cost  of  the  magazine  publication  program  is  projected  to  bo  $193,679 
for  fiscal  1986.  The  projected  number  of  magazines  to  be  printed  is  52,000  copies 
which     gives     a     cost     of     $3.72     per     copy.        The     majority     of     sales     are     one     year 
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subscriptions  at  an  average  price  of  $12  per  year  because  of  r.pecial  sales  promotions. 
A  $12  per  year  subscription  price  would  equate  to  income  of  $3  per  copy.  In  fiscal 
1985,  the  merchandise  inventory  (unsold  magazines)  was  increased  by  $14,000  which 
indicates  approximately  3,500  magazines  were  not  sold.  If  the  same  number  of 
magazines  are  not  sold  in  fiscal  1986,  48,500  of  the  52,000  copies  will  be  sold; 
therefore,  the  cost  of  each  magazine  sold  is  approximately  $4  per  copy.  Thei*e  would 
be  an  average  loss  of  $1  per  copy  or  an  annual  loss  of  $48,000.  This  shortfall  is 
covered  hy  the  freruTai  fund  appropriation  of  $41,80!)  and  approxinialuly  $5,000  of 
advertising  revenues  generated  each  year. 

Table  4  shows  the  proprietary  fund  operations  for  fiscal  years  1985  to  1987. 


Table  4 

Historical  Society  Magazine  Proprietary  Account 

Fund  Balance,    Revenues  and  Expenditures 

Fiscal  Years  1984  to  1987 


Beginning  Fund  Balance 
Revenues 

Total  Funds  Available 
Expenditures 

Useable  Fund  Balance 


Actual 
FY   1984 

$       4,735 
108,854 

$  113,589 
$  107,951 

$   5,638 


Add:     Merchandise  Inventory         40,717 
Fixed  Assets  5,456 

Lest;:   Deferred  Revenues  (115,175) 


Ending  Fund  Balance 


$_i63^364i 


Actual 
FY   1985 

$       5,637 
158,435 

$  164,072 
$  159,528 

$   4,544 

54,803 
5,216 
(109,187) 


Projected 
FY   1986 


$       4,544 
152,000 

$   156,544 
$   152,359 

$       4,185 

68,803 
5,578 
(127,101) 


$_i44^6241         $_i48^5351 


Projected 
FY   1987 

$         4,185 
152,000 

$  156,185 
$  152,000 


$ 


4,185 


unknown 

unknown 

(unknown) 

unknown 


Table  4  shows  the  useable  fund  balance  remaining  relatively  constant,  however, 
it  points  out  that  the  prepaid  subscriptions  (deferred  revenues)  at  $127,101  in  fiscal 
1986  with  only  approximately  $4,200  of  liquid  assets  to  cover  this  liability.  The 
merchandise  inventory  represents  the  value  of  unsold  magazines. 
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It  is  apparent  the  magazine  program  will  not  be  self-supporting  unless  steps  are 
taken  to  increase  the  selling  price,  cut  production  costs,  and/or  generate  other  reve- 
nues from  the  program.  The  legislature  may  want  to  insure  this  action  by  eliminating 
the  general  fund  appropriation  and  increasing  the  proprietary  fund  appropriation  by 
$41,809   for  fiscal   1987. 

Option   A :       Delete     general  fund     appropriation  of     $41,809  and  increase  the  other 

fund  appropriation  by  a  like  amount   for  fiscal   1987, 
Option   H:       Take   no  (iction . 

ISSUE   2:      FUNDING   SWITCH 

The  administration  program  is  responsible  for  providing  the  overall  management 
and  support  services  for  the  Montana  Historical  Society.  These  services  include 
accounting,  budget,  payroll,  and  personnel.  The  fiscal  1987  budget  for  this  program 
is  shown  in  table  5  . 

Table  5 

Historical  Society  -  Administration  Program 

Fiscal  Year  1987 

Category  Appropriation 

FTE  12.50 

Personal  Services  $299,552 
Operating  Expenses  177,327 
Equipment  -0- 

Total  Expenses  |lZ^i|Zi 

General  Fund  $402,390 

Donated  Funds  $   74,489 

Total  Funding  lillilli 

A  number  of  other  departments  with  multiple  funding  sources  charge  other  funds 
within     their    agency     for    administrative    costs.       These    include     the     Departments    of 
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Commerce,  Labor,  and  Health.  The  allocation  of  administration  costs  to  a  proprietary 
fund  provides  a  better  accounting  for  the  costs  of  operation. 

There  are  three  proprietary  funds  within  the  agency's  magazine  program.  These 
are  the  merchandizing  account,  the  magazine  account,  and  the  society  press  account. 
Issue  1  ilhistnitod  thnt  the  mnga/ine  account  is  not  in  n  position  to  pay  any 
/Mliiiiiii.Ml  rvili vc  cohIh  n(  thiH  lime.  The  K()<'i(>ty  pft'Hs  ()|)('nit(>s  n.s  a  suppoft  .scrvico  to 
the  merchandizing  account  and  is  not  really  a  proprietary  account  in  the  true  sense. 
Therefore  this  issue  will  only  be  directed  to  the  merchandizing  account. 

One  method  to  distribute  administrative  costs  is  on  the  basis  of  personal 
services.  Table  6  shows  the  personal  services  budgets  by  program  for  the  society 
and  the  percentage  of  each  to  the  total  budget. 

Table  6 
Historical  Society  -   Personal  Services  Budget  Program 

Fiscal  Year  1987 


Program 

Budget 

Percent  of  Total 

Administration 

$     299,552 

23.4 

Library 

125,838 

9.9 

Museum 

227,705 

17.9 

Magazine 

141,709 

11.1 

Historic  Sites  P 

reservation 

173,208 

13.6 

Archives 

253,648 

19.9 

Education 

53,918 

4.2 

Total  |U|I|i5Zi  M^iO 

The  merchandizing  proprietary  account  funds  2.0  FTE  and  is  25  percent  of  the 
magazine  program.  Therefore'  it  represents  2.8  percent  of  the  total  budget. 
Application  of  this  rate  would  result  in  a  general  fund  savings  of  $13,233. 

Another  method  to  distribute  costs  would  be  to  use  the  federal  indirect  cost 
rate.  This  rate,  approved  for  the  Montana  Historical  Society  for  fiscal  1986  by  the 
Department    of   Interior,    is   31.6    percent   applied   only   to  personal   services.      Personal 
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services   for   fiscal   1987    will   be   approximately   $35,206.      Applying  the   federal  indirect 
cost  rate  would  yield  a  general  fund  savings  of  $11,125. 

Table  7  shows  the  merchandizing  account's  fund  balance,  revenues,  and 
expenditures  for  fiscal  years  1984  through  1987.  Fiscal  1986  is  based  on  projected 
revenues  and  expenditures  using  April  1986  SB  AS  records.  Fiscal  1987  expenditures 
and  revenues  reflect  the  appropriated  level. 


Table  7 

Montana  Historical  Society  Merchandizing  Operation 

Fiscal  1984  -  1987 


Actual 
FY   1984 

Actual 
FY   1985 

Projected 
FY   1986 

Projected 
FY   1987 

Reginning  Fund  Balance 
Revenues 

$   16,846 
133,001 

$  50,119 
166.838 

$   59,822 
192,000 

$     76,563 
146,341 

Total  Funds   Available 
Expenditures 

$149,847 
99,728 

$216,957 
157,135 

$251,822 
175,259 

$   222,904 
146,341 

Useable  Fund  Balance 

$  50.119 

$   59,822 

$  76,563 

$     76,563 

Add:     Merchandise  Inventory 
Fixed  Assets 

88,075 
13,997 

97,302 
11,539 

97,302 
11,539 

unknown 
unknown 

Ending  Fund  Balance 

$152^191 

$168,663 

$185^404 

unknown 

To  reflect  the  actual  cost  of  the  program,  based  on  the  availability  of  funds,  the 
legiflature  may  wish  to  fund  a  part  of  the  administrative  costs  from  the  merchandizing 
fund  account.  Applying  either  allocation  method  would  result  in  a  reduction  in 
general  fund   for  fiscal   1987 . 

Option  A :      Increase  the  merchandizing  fund  appropriation  by  $13,233  and  decrease 
the  general  fund  appropriation  by  a  like  amount     to  charge  administra- 
tion    expenses     to     the     merchandizing     program     using     the     personal 
services  allocation. 
Option  B :      Increase  the  merchandizing  fund  appropriation  by  $11,125  and  decrease 
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the    general    fund    appropriation    to    change    administrative    expenses    to 
the  merchandising  program   by  using  federal  indirect  cost  rate. 
Option  C :       Take  no  action. 

ISSUE   3:      CAPITOL   TOURS 

Part  of  the  historical  society's  education  program  is  the  capitol  tours  program. 
This  program  provides  tours  of  the  capitol  building  during  the  legislative  session  and 
the  summer  months.  This  program  was  transferred  from  General  Services  Division  to 
the  Montana  Historical  Society  in  fiscal  1983.  Table  8  shows  the  1987  budget  for  this 
program . 

Table  8 

Historical  Society  -   Capitol  Tours   Program   Budget 

Fiscal  Year  1987 

Category  Budget 

FTE  1.5 

Personal  Service  $20,397 

Operating  Expenses  7,771 

Total  Cost  and  General  Fund   Appropriation  |^|j.i§§ 

The  49th  Legislature  increased  the  fiscal  1987  budget  for  this  program  by 
$13,033   for  additional  tour  guides  for  the   1987   session. 

The  legislature  may  want  to  postpone  the  increase  for  this  program,  or  suspend 
the  program  in  fiscal  1987,  due  to  the  general  fund  revenue  shortfall.  The  deletion 
of  this  program  was  proposed  by  the  Historical  Society  as  one  of  the  programs  to  be 
eliminated  in  the  Governor's  5  percent  cuts. 

Option  A :       Delete     the     program     for     fiscal     1987   for  a   general   fund   savings  of 

$28,168. 
Option  B :      Delay     the     hiring     of     additional  tour     guides  in     fiscal     1987  for  a 
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general  fund  savings  of  $13,033. 
Option  C :      Take  no  action. 

ISSUE   4:      2   PERCENT   CUTS 

The  Montana  Historical  Society's  general  fund  budget  wa.=;  reduced  by  $21,911  for 
the  2  percent  cuts  in  fiscal  IflSG  by  executive  order.  These  cuts  were  made  to 
personal  services  in  all  programs.  Since  the  agency  has  adjusted  to  operate  within 
the  reduced  appropriation  in  fiscal  1986,  a  similar  2  percent  reduction  can  be  made  in 
fiscal   1987.      This   would  yield  a   general  fund   savings  of  $23,081. 

Option  A :       Reduce     the     fiscal     1987      general     fund     appropriation  by  2   percent, 

making  a  savings  of  $23,081. 
Option  B :      Take  no  action. 
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LIBRARY   COMMISSION 

i,Sr,^„i    1  ncj 

Budget   Items                                H 

ouse  Bill  500 

Governor's   Budget 

Difference 

F.T.E. 

25.50 

25.50 

0.00 

Personal  Service 
Operating  Expense 
Equipment 

$     577,498 

308,857 

97,494 

$     557,400 
301,751 

97,494 

$20,098 

7,106 

-0- 

Total  Operating  Costs 
Non-Operating  Costs 

$     983,849 
610,792 

$     956,645 
588,483 

$27,204 
22,309 

Total  Expenditures 

$1,594^641 

$1^545^128 

lii-lil 

General  Fund 

State  Special 

Federal  and  Other  Special 

$     544,074 
446,175 
604,392 

$     516,870 
423,866 
604,392 

$27,204 

22,309 

-0- 

Total  Funding 

IklMiMi 

$1^545^128 

$49^51^ 

ISSUES   IN   GOVERNOR'S   BUDGET 

-----------  Fiscal 

General  Fund 

1987 

Other  Funds 

Gov.    1.     Governor's  5  Percent  Cut 

A.  Reference  and  Information 

B .  Library  Development 

$(20,098) 
$(7,106) 

-0- 
$(22,309) 

ISSUE   GOV.    1:      5   PERCENT 

CUT 

The  Library  will  reduce  the  3.0  FTE  professional  librarians  in  the  reference  and 
information  program  by  1.0  FTE.  The  library  maintains  that  the  reduction  will  cpuse 
some  delays  in   service. 

The  library  will  reduce  the  contract  for  public  library  film  service  with  the 
Butte-Silver  Bow  Pubhc  Library  by  $7,106.  As  a  result  of  reducing  the  coal  tax 
grant  appropriation  $22,309,  the  following  basic  library  services  for  the  library 
federations  will  be  reduced:  interlibrary  loan  service,  reference  service  to  small 
public  libraries,  continuing  education  at  local  libraries,  and  the  provision  of  book  and 
materials.      Coal  tax  of  $352,815  remains  to  fund  the  library  federation  grants. 


E-56 


MONTANA    STATE   LIBRARY   COMMISSION 


Budget  Item 

FTE 

Personal  Service 
Operatjnp  Fxpc^nse 
I'^quiptiicnt 

Total  Oporntinp-  Costs 
Non-'')perating  Costs 

Total  Expenditures 

Fund  Source 

General   Fund 
State  Special 
Federal  Revenue 

Total  Funds 


Actual 

Actual 

After  2% 

Approp . 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

% 

Change 

1984 

1985 

1986 

1987 

FY85 

-FY87 

25,50 

25.50 

25.50 

25.50 

0. 

.00 

$     549,014 

$ 

547,789 

$      587,218 

$     609,837 

11.3 

300,679 

373,667 

448,869 

421,638 

12.8 

97,853 

92,504 

103,523 
$1,139,610 

97,494 
$1,128,969 

5.4 

$     947,546 

$1 

,013,960 

11.3 

501,313 



728,370 

805,420 

610,792 

(16.1) 

$1^448^859 

li 

^Z12^MQ 

liiiiliMQ 

$1^739^761 

=Ui^l 

527,185 
414,026 
507,648 


582,779 
441,335 
718,216 


542,322 
637,421 
765,287 


559,732 
563,773 
616,256 


$1^448^859       $1x142^330       $1^.945^030     $1...739^761 


(4.0) 
27.7 
(14.2) 

_i.l51 


ISSUES 


Fiscal   1987   

General  Fund       Other  Funds 


1 .  Reduce   Hook   Purchases 

2.  Cut   1   FTE   Librarian 

3.  Institutional  Library  Services 

4.  Film  Service  Contract 

Option   A 
Option  P 


$(35,451) 

$(22,731) 

$(7,502) 

$(11,572) 
$(7,106) 


-0- 
-0- 
-0- 

-0- 
-0- 


The  Montana  State  Library  provides  direct  library  services  to  state  government 
agencies,  persons  residing  in  state  institiitions,  and  the  blind  and  physically 
liandicapped  public  of  Montana.  Indirect  services  are  provided  to  all  public  libraries 
by  providing  grants  to  six  regional  library  federations.  The  state  library  serves  as 
a  partial  federal  depository  and  also  collects  state   government  publications. 

The  increase  to  personal  services  in  fiscal  1987  as  compared  to  fiscal  1985  is  due 
to  the  inclusion  of  pay  plan  and  the  upgrading  of  one  position  at  a  general  fund  cost 
of  $9,576   in  fiscal   1987.      Operating  expenses  increase   12.8   percent  in  fiscal   1987    from 
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fiscal  1985,  largely  due  to  the  $225,561  biennial  grant  for  the  Natural  Resource 
Information  System  -  Natural  Heritage  Program  from  House  Bill  860  being  included  in 
fiscal  1986  and  1987  on  the  main  table.  Non-operating  costs  include  grants  from  coal 
severance  tax  grant  and  federal  Library  Services  and  Construction  Act.  These  funds 
are  used  by  the  State  Library  Commission  to  make  grants  to  the  six  library 
federations  and  local  libraries. 

General  fund  decreases  4  percent  between  fiscal  1985  and  fiscal  1987  due  to  a 
$33,329  supplemental  appropriation  in  fiscal  1985  to  pay  for  the  Crabtree  decision. 
State  special  revenue  funds  in  fiscal  1986  include  a  $75,000  grant  from  the  Department 
of  Fish,  Wildlife,  and  Parks,  Federal  revenue  in  fiscal  1986  includes  a  $75,140 
private  grant  from  the  Nature  Conservatory.  Both  of  these  appropriations  are  for 
the  biennium  and  are  to  be  used  to  complete  the  Natural  Resource  Information  System. 
The  library  also  received  a  $225,561  biennial  appropriation  in  Resource  Indemnity 
Trust  interest  funds  from  the  Department  of  Natural  Resources  and  Conservation  for 
the  planning  and  development  of  the  Natural  Heritage  Program  and  the  National 
Resource  Information  System.  Federal  revenue  decreased  $101,960  or  14.2  percent. 
Total  funding  for  the  agency  decreased  $2,570,  or  .15  percent  between  fiscal  1985 
and  fiscal  1987. 

ISSUE   1:    REDUCE   BOOK   PURCHASES 

The  Reference  and  Information  Service  Program  provides:  (1)  housing  for  the 
Montana  State  Library  collections  other  than  materials  for  the  blind,  physically 
handicapped,  and  collections  housed  in  state  institutions;  (2)  identification  and 
lending  of  library  materials  owned  by  the  state  library;  (3)  answers  to  reference 
questions;    (4)   specific  subject  bibliographies;   and  (5)  inter-library  loan  services. 

The  equipment  budget  for  this  program  allows  $84,505  in  fiscal  1986  and  $88,626 
in  fiscal  1987  for  the  purchase  of  books  and  reference  materials. 
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The  Reference  and  Information  Service  Program  utilizes  approximately  60  percent 
of  the  total  equipment  budget,  or  $53,175  in  fiscal  1987,  for  periodicals  and  on- going 
svibscriptions.  Forty  percent  of  the  total  equipment  budget,  or  $35,451,  is  used  to 
buy  books. 

Decreasing  the  equipment  budget  for  the  Reference  and  Information  Service 
Program  by  $35,451  in  fiscal  1987  would  allow  this  program  to  continue  its 
subscriptions  for  periodicals  and  on-going  subscriptions.  The  Reference  and 
Information  Service  Program  would  not  purchase  books  in  fiscal  1987. 

Option  A :      Decrease  the  equipment  budget  for  the  Reference  and  Information 

Service  Program  by  $35,451. 
Option  B  :      Take  no  action. 

ISSUE   2:      CUT   1   FTE  LIBRARIAN 

The  Reference  and  Information  Service  Program  (as  described  in  Issue  1)  utilizes 
3.25  FTE  professional  librarians,  1  FTE  supervisor,  and  3  FTE  clerks.  Three  FTE  li- 
brarians are  utilized  by  other  library  programs  for  a  percentage  of  their  time.  Two 
FTE  librarians  spend  75  percent  of  their  combined  time  in  the  Library  Development 
Services  Program  and  one  FTE  librarian  spends  50  percent  of  the  time  in  the 
Technical  Services  Program.  When  working  in  other  library  programs,  the  3  FTE 
librarians  arc  supposed  to  work  on  activities  which  are  "reference"  oriented.  The 
reference  and  information  supervisor  can  keep  the  3  FTE  librarians  rather  than  have 
them  go  to  another  program  if  there  is  a  workload  or  scheduling  problem.  Utilization 
of  staff  in  this  manner  has  resulted  in  a  general  turnaround  of  reference  material 
within  16  working  hours  of  the  library  first  recoiAdng  the  request.  Turnaround  is 
faster  during  the  "slow"   summer  months  when  requests  for  information  decrease. 

The  reduction  of  1  FTE  librarian  in  fiscal  1987  would  result  in  a  general  fund 
savings  of  approximately  $22,731,  which  is  the  equivalent  of  a  grade  14,  step  2  with 
no  pay  plan.      The  library  has  indicated  the  reduction  of  1   FTE  is  possible,    but  that 
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there  nifty   be  a   delny   in   answering  requests   and   that   workload   will  increase   for  those 
library  programs  utilizing  a  percentage  of  the  3   FTE  positions. 

Option  A :      Decrease  the  Reference  and  Information  Services  program  by  1  FTE  li- 
brarian for  a  general  fund  savings  of  $22,731. 

Option  B  :      Take  no  action. 

ISSUE   3:        INSTITUTIONAL  LIBRARY   SERVICES 

The  Institutional  Library  Services  Program  provides  library  services  to  residents 
of  state  institutions  by  contract  through  the  nearest  public  library  or  directly  from 
the  Montana  State  Library.  The  program  received  an  equipment  budget  jmiounting  to 
$10,873  in  each  year  of  the  biennium  to  purchase  library  materiale,  for  state 
institutions.  Thirty-one  percent  of  the  allocated  funds,  or  $3,371,  is  used  for 
periodicals  and  on-going  subscriptions.  Sixty-nine  percent,  or  $7,502,  is  used  to 
purchase  books. 

Maintaining  periodicals  and  on-going  subscriptions  for  institutions  would  require 
$3,371  in  equipment  funding.  If  no  new  book  purchases  are  made  in  fiscal  1987, 
$7,502   could  be  deleted. 

Option   A :       Decrease  the  equipment  budget  by  $7,502   in   fiscal   1987. 

Option  B :      Take  no  action. 

ISSUE  4:      FILM   SERVICE   CONTRACT 

In  fiscal  1987,  $11,572  was  appropriated  for  the  public  library  film  service  con- 
tract with  the  Butte-Silver  Bow  Public  Library.  Montana  State  Library  has  500  films, 
which  are  available  to  the  130  libraries  in  the  state  for  distribution  to  specific 
interest  groups.  In  fiscal  1985,  67  libraries  requested  films,  which  were  then 
distributed  to  219  groups.  According  to  the  state  library,  the  greatest  utilization  of 
the  service  is   for  children   story  hours  and   nursing  homes. 

The  $11,572  appropriated  for  this  contracted  film  service  is  used  to  pay  the 
Butte-Silver  Bow  Public  Library  to  provide  space  to  store  the  films,    help   support  one 
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.50  FTE  clerk,  publish  a  catalog',  and  purchase  new  films.  A  fee  of  $3.00  for  films  15 
minutes  or  longer  and  $2.00  for  films  under  15  minutes  is  charged  by  the  library  for 
film  rentals  to  cover  postage  and  repair  costs.  The  service  generated  fees  of  $7,693 
in  fiscal  1985  and  $4,060  for  fiscal  1986  year-to-date. 

If  the  general  fund  appropriation  was  deleted,  libraries  and  special  interest 
groups  would  not  be  without  service.  The  OPI  audio- visual  library  also  has  films 
geared  towards  children  and  senior  citizens  for  public  use.  Also,  the  OPI 
audio-visual  staff  has  stated  that  the  library  films  at  Butte-Silver  Bow  Public  Library 
could  be  moved  to  the  OPI  library.  Storage  space  is  available  and  OPI  feels  that  the 
current  level  of  usage  regarding  these  films  would  not  require  additional  staffing. 
Utilization  of  the  OPI  audio-visual  library  could  help  the  agency  program,  since  as 
noted  in  the  OPI  agency  report  under  Issue  2,  use  of  the  audio-visual  library  is 
below  the  anticipated  level. 

In  a  memo  from  the  state  library  to  the  Office  of  Budget  and  Program  Planning 
dated  April  28,  1986,  the  library  indicates  that  the  appropriation  for  the  film  service 
could  be  reduced  by  $7,106,  or  61.4  percent  and  the  program  still  remain  functional. 
The  library  did  not  specify  what  would  be  cut  by  the  decrease,  but  the  library  has 
verbally  indicated  that   Butto  may  be   able  to  pick   up   part   of  the   difference  if  goiu^ral 

fuiul      WJIK      fClllOVCil  . 

Option  A :  Reduce  the  general  fund  appropriation  by  $11,572  in  fiscal  1987  for  the 
film  service  contract  and  move  the  films  to  the  Office  of  Public  In- 
struction audio- visual  film  library. 

Option  B  :      Reduce  the  general  fund  by  $7,106  and  leave  the  film  library  in   Butte. 

Option  C :       Take  no  action. 
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Fiscal  1987 


Governor's  Issues 

Issue  1:   Across  the  Board  Cuts 
Board  of  Regents 

Commissioner  of  Higher  Education 
Community  Colleges 
Agricultural  Experiment  Station 
Bureau  of  Mines  and  Geology- 
Cooperative  Extension  Service 
Forest  Experiment  Station 
University  System  -  6  units 

Total  Across-the-Board  Cuts 
Issue  2:   MBA  Program  in  Billings 

TOTAL  GOVERNOR'S  CUTS 
LFA  Policy  Options 


General  Fund 
%   Cut 


5.0 
5.0 
5.0 
5.0 
5.0 
5.0 
5.0 
5.0 


General  Fund 


$     1,173 

130,986 

160,920 

297,112 

74,302 

109,433 

33,479 

3,613,586 

$  4,420,991 

$   266,241 


$  4,687,232 


Other  Funds 


$ 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

$ 

-0- 

$ 

-0- 

$ 

-0- 

Total 


$    1,173 

130,986 

160,920 

297,112 

74,302 

109,433 

33,479 

3,613,586 

$  4,420,991 


$   266,241 


$  4,687,232 


Commissioner  of  Higher  Education 

1.  Administration 

2.  Salary  Reductions 

3.  WAMI 

4.  State  Special  Revenue 

5.  WICHE  &  Minn.  Rural  Dentistry 

6.  Student  Payments 

7.  State  Work  Study 
Community  Colleges 
Agricultural  Experiment  Station 
Cooperative  Extension  Service 

1.  Administrative  Consolidation 

2.  Extension  Specialists 

3.  Classified  Personnel 

4.  Equipment 
University  System 

1.  Declining  Enrollments 

2.  Reduce  Formula  Support 

3.  Use  Mill  Levy  Fund  Balance 

TOTAL  LFA  OPTIONS 


$    40,031 

93,917 

40,319 

1,045,731 

180,800 

690,240 

291,000 

896,660 

861,740 

568,923 

318,896 

133,787 

3,932 

3,372,937 
1,860,909 

4,807,819 

$15,207,641 


$ 


-0- 
-0- 
-0- 
(1,045,731) 
-0- 
-0- 
-0- 
-0- 
-0- 

-0- 
-0- 
-0- 
-0- 

1,452,982 
-0- 
(4,807,819) 


$(4,400,568) 


$    40,031 

93,917 

40,319 

-0- 

180,800 

690,240 

291,000 

896,660 

861,740 

568,923 

318,896 

133,787 

3,932 

4,825,919 
1,860,909 

-0- 

$10,807,073 


COMBINED  GOVERNOR'S  CUTS  AND  LFA  OPTIONS 
LESS:   Duplicated  Cuts 

TOTAL  UNDUPLICATED  REDUCTION  OPTIONS 


$19,894,873 
(4,151.116) 

$15,743,757 


$(4,400,568) 
-0- 

$(4^400^568) 


$15,494,305 
(4,151,116) 

$11,343,189 
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GOVERNOR'S  ISSUE  1:   ACROSS  THE  BOARD  CUTS 

The  Governor  applied  5  percent  across-the-board  general  fund  cuts  to  the  uni- 
versity system  agencies.  Education  trust  interest  income  and  the  six  mill  property 
levy  were  exempted  from  the  reductions.  The  total  across-the-board  general  fund  re- 
duction proposed  by  the  Governor  is  $4,420,991. 

GOVERNOR'S   ISSUE   2:      MBA   PROGRAM  IN   BILLINGS 

The  Governor  has  proposed  delaying  implementation  of  the  Master's  of  Business 
Administration  program  in  Billings  which  was  approved  by  the  1985  legislature.  The 
Governor  cites  an  uncompleted  role  and  scope  study,  including  the  examination  of 
program  and  course  offering  redundancy,  currently  being  performed  by  the  Board  of 
Regents  and  notes  that  program  expansion  is  not  fiscally  responsible  outside  the  con- 
text of  total  system  evaluation, 

LFA   POLICY   OPTIONS 

The  Legislative  Fiscal  Analyst  has  presented  several  policy  issues  for  Legislative 
consideration.      These  are  described  in  detail  in  each  agency's  analysis  report. 

DUPLICATED   CUTS 

There  are  $4,151,116  of  duplicated  reductions  proposed  in  the  Governor's 
across-the-board-cuts  and  the  Legislative  Fiscal  Analyst's  policy  options.  The  du- 
plication occurs  in  the  Commissioner  of  Higher  Education  Office,  the  Agricultural  Ex- 
periment  Station,   the  Cooperative  Extension  Service,   and  the  six  units. 

The  five  percent  general  fund  reduction  in  the  Commissioner's  office  will  reduce 
funding  for  administration,  state  work  study,  and  Minnesota  Rural  Dentistry.  These 
issues  are  also  included  in  the  LFA  program  analysis. 

The  5  percent  general  fund  reduction  in  the  Agricultural  Experiment  Station, 
and  Cooperative  Extension   Service  amounts  to  $406,545. 
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The  LFA  policy  options  for  these  two  agencies  total  $1,887,278.  Although  information 
on  the  impact  to  these  two  agencies  resulting  from  a  5  percent  cut  was  not  provided, 
several  fiscal  policy  issues  addressed  by  the  LFA  could  duplicate  a  5  percent  re- 
duction. 

The  majority  of  duplicated  cuts,  $3,613,586,  is  within  the  six  units.  The  Gover- 
nor has  recommended  5  percent  general  fund  across-the-board  cuts  for  the  six  units. 
The  LFA  policy  options  address  three  issues  resulting  in  a  cumulative  13.8  percent 
general  fund  reduction. 

The  duplicated  cuts  are  detailed  on  Table  1. 

Table  1 
Duplicated  General  Fund  Cuts  in   Governor's  Budget  and  LFA  Policy  Options 

Montana  University  System 


Agency  Function 

1.  Commissioner  of  Higher  Education 

Administration 

Minnesota  Rural  Dentistry 

State  Work  Study 

2 .  Agricultural  Experiment   Station 

3 .  Cooperative  Extension   Service 

4.  Six  Units 

Total  Duplicated  Cuts 


Gov.    5% 
Cut 


LFA  Policy 
Option 


Amount 
Duplicated 


40,031 

40,031 

40,031 

22,200 

33,300 

22,200 

68,754 

291,000 

68,754 

297,112 

861,740 

297,112 

109,433 

1,025,538 

109,433 

3,613,586 

10,041,665 

3 

,613,586 

$4^151^116 
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BOARD 

OF  REGENTS 

Budg^et  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp, 

Fiscal 

1987 

%  Change 
FY85-FY87 

Personal  Service 
Operating  Expense 

$  5,525 
18,914 

$  7,025 
18,622 

$  5,500 
17,139 

$  5,525 
17,940 

(21.3) 
(3.7) 

Total  Expenditures 

lllilii 

IM-ill 

$22^639 

$23^465 

M=^l 

Fund  Source 


General  Fund 


$24^439 


$25^647 


|22^g39 


!3^465 


_i8^51 


The  Board  of  Regents  supervises,  coordinates,  manages,  and  controls  Montana's 
University  System  and  three  community  colleges  pursuant  to  the  1972  Montana 
Constitution,   Article  X,    Section  9,    Subsection  (2). 

There  are  no  agency  employees  and  about  70  percent  of  the  total  budget  is  spent 
on  per  diem  and  in-state  travel  for  board  members.  The  8.5  percent  decrease  from 
fiscal  1985  to  fiscal  1987  occurs  primarily  because  the  legislature  reduced  budgeted 
board  meetings  from  13  to  12  one-and-one-half  day  sessions  in  each  year  of  the  1987 
biennium. 
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Actual 

Actual 

After  2%         Approp. 

Fiscal 

Fiscal 

Fiscal               Fiscal 

% 

Change 

Budg^et  Item 

1984 

1985 

1986                  1987 

FY85-FY87 

FTE 

24.50 

26.08 

26.50                26.50 

.42 

Personal  Service 

$     764,597 

$      821,930 

$      855,096      $      886,226 

7.8 

Operating  Expense 

680,355 

684,988 

1,253,202        1,308,230 

91.0 

Equipment 

8,533 

29,420 

9,894               10,307 

(65.0) 

Total  Operating'  Costs 

$1,453,485 

$1,536,338 

$2,118,192      $2,204,763 

43.5 

Non-Operating  Costs 

4,171,019 

4,500,782 

4,658,138        4,710,438 

4.6 

Total  Expenditures 

$5^624^504 

$6^037^120 

$6^776^330     16^915^201 

14.5 

Fund  Source 

General  Fund 

$3,069,665 

$2,839,588 

$2,841,870      $2,649,904 

(6.7) 

State  Special 

1,686,455 

2,248,334 

2,421,642        2,681,373 

19.3 

Federal  Revenue 

703,075 

949,198 

1,512,818        1,583,924 

66.9 

Other  Funds 

165,309 
|5^624^504 

-0- 
$6^037^120 

-0-                     -0- 
16^.776^330     $6^915^201 

-0- 

Total  Funds 

=y-i= 

Tqqnrre               _ 

987 

riscai    i; 

General  Fund         Othe: 

r  Funds 

1 .    Administration 

$(40,031) 

-0- 

2.    Salary  Reductions 

Option  A. 

$(93,917) 

-0- 

Option   B, 

$(50,683) 

-0- 

3.    WAMI 

$(40,319) 

-0- 

4.    State  Special 

$(1,045,731) 

$1, 

,045,731 

5.    WICHE   &  Minnesota 

Rural  Dentistry 

Option  A. 

$(48,400) 

-0- 

Option  B. 

$(88,000) 

-0- 

Option   C. 

$(44,400) 

-0- 

6.    Student  Payments 

Option  A. 

$(690,240) 

-0- 

Option  B. 

$(178,848) 

-0- 

Option   C. 

$(172,560) 

-0- 

Option  D, 

$(44,712) 

-0- 

7.    Work  Study 

$(291,000) 

-0- 

The  Commissioner  of  Higher  Education  is  the  chief  administrative  officer  of  the 
university  system,  appointed  by  the  Board  of  Regents.  The  four  programs  in  this 
agency     are     Administration,      Student     Assistance,      Talent     Search,      and     Guaranteed 
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Student  Loan.  The  Montana  Career  Information  System  Program,  which  was 
transferred  to  the  Department  of  Labor  and  Industry  at  the  end  of  fiscal  1985,  is 
removed  from  the  entire  table  for  consistency. 

The  .42  FTE  increase  in  fiscal  1986  is  for  the  federal  Guaranteed  Student  Loan 
Program,  with  the  7.8  percent  personal  services  increase  relating  to  this  and  to  the 
pay  plan.  Operating  expenses  increase  91  percent,  primarily  for  student  loan  re- 
serves and  for  office  rent,  which  goes  up  by  $16,137  each  year  of  the  1987  biennium. 
Non-operating  costs,  which  increase  4.6  percent  from  fiscal  1985  to  1987,  are  for  stu- 
dent assistance. 

The  general  fund  decreases  by  6.7  percent  from  fiscal  year  1985  to  1987  because 
the  interest  on  the  coal  tax  education  trust  fund  is  supporting  a  greater  portion  of 
student  assistance.  State  special  revenue,  which  consists  of  coal  tax  education  trust 
fund  interest  earnings,  correspondingly  increases  19.3  percent.  Federal  revenue 
increases  66.9  percent  for  student  loans  and  grants  and  for  the  Talent  Search 
Program. 

ISSUE   1:      ADMINISTRATION 

The  agency  advised  the  Governor's  Office  that  it  could  save  4.8  percent  general 
fund,  or  $40,031,  through  reorganization  of  functions  and  through  staffing 
reductions. 

Option  A:       Reduce  the  general  fund  appropriation  by  4.8  percent  for  a  fiscal  1987 

savings  of  $40,031. 
Option  B :       Take  no  action. 

ISSUE  2:      SALARY   REDUCTIONS 

The  Commissioner  of  Higher  Education's  office  pays  salaries  significantly  above 
comparable  positions  in  the  executive  branch  under  the  control  of  the  Governor.  Ta- 
ble  1   lists   the   current   salaries    and   shows   salaries    for   fairly   comparable   positions   in 
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other    state    agencies.       These    positions    have    not    been    studied    by    the    Department    of 
Administration's   persoiniol   division   for   an  indisputable  classification   comparison. 

Table  1 

Commissioner  of  Higher  Education  -  Administration  Program 

Comparison  of  Salary  to  Comparable  Agency  Positions 

Full -Time   Comparable  Assumed  Comparable 
Position  FTE    Salary   Eg.  Salary      Grade     Step      Salary     Difference 

Deputy  Comm.  for  Mgmt. 

and  Fiscal  Affairs  1.00  $53,083  $  53,083  20 
Director  of  Special  Projects  & 

Community  College  Coordinator   .50  23,590  47,000  17 

Chief  Legal  Counsel            1.00  48,707  48,707  20 

Director  Research  and  Services   1.00  39,954  39,954  17 

15 

22 


16 
18 


Financial  Assistant 

.80 

26,043 

32,429 

Deputy  Comm. for  Academic 

Affairs 

1, 

,00 

63,273 

63,273 

Commissioner  of  Higher 

Education 

1, 

.00 

72,036 

72,036 

Director  of  Labor  Relations 

1, 

.00 

36,891 

36,891 

Assistant  Chief  Counsel 

1, 

.00 

36,429 

36,429 

Total 

$429,802 

13 

$  42,638"*" 

$10,445 

13 

2 
34,884 

^1,777^ 

32,821 

12,116 

10 

6,930 

11 

7,133 

11 

27,643 

4,786 

06 

45,960^ 

17,313 

05 

11 

50,695 
26,614 
35,798^ 

21,341 

10,277 

631 

$338,830 

$90,972 

1 

Comparable  to  division  administrator 

Comparable  to  bureau  chief 

Comparable  to  chief  legal  counsel  -  Department  of  Social  and  Rehabilitative  Services 

Comparable  to  deputy  director  -  Department  of  Health 
4 
Assumed  comparable  to  agency  director 

Between  personnel  officer  and  division  administrator 
6 
Assumed  comparable  to  lawyer  IV 


If  all  FTE  were  full  time,  the  salary  differential  would  be  $90,972.  As  two 
positions  are  less  than  full  time,  the  difference  is  $83,967.  With  benefits,  total 
compensation  for  current  agency  salaries  costs  $93,917  more  than  for  comparable 
positions  in  the  remainder  of  the  executive  branch. 

Option  A:       Reduce  the  salary  and  benefits  funding  for  a  general  fund  savings  of 
$93,917. 
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Option  B :       Reduce  the  salary  and  benefits  funding  for  all  positions  except  the 

Commissioner    of    Higher    Education    and    the     deputy    commissioner    for 
academic  affairs  for  a  general  fund  savings  of  $50,683. 

Option   C:       Take  no  action. 

ISSUE   3:      WAMI   (WASHINGTON,    ALASKA,    MONTANA,    IDAHO)    PROGRAM 

VVAMI  is  a  cooperative  medical  education  program   which  enables  Montana  students 

to   take   their   first   year   of  classes   at   MSU   and   the   balance   of  their   education   at   the 

University  of  Washington  School  of  Medicine.      Community  clinical  phases  are  taught  in 

Billings,    Missoula,    Kalispell,    Whitefish,    and  Great   Falls. 

Table  2   shows  the  appropriation,   expenditures,   and  cost  per  student  for  WAMI. 


Table  2 
WAMI   Students   Served,    Appropriations,    and  Expenditures 


Number  of  Students 

Appropriated 
Expended 

Difference 


Fiscal  1985 

60.0 

$1,767,423 
1,749,607 

^ 17^816 


Fiscal   1986 

60.0 

$1,853,635 
1,813,315 

$ 40^320 


Fiscal  1987 
Approp /Agency 

60.0 

$1,938,938 
1,898,619 

$ 40^319 


Cost  Per  Student 


$ 29^160 


$ 30^222 


$ 31^644 


Agency  representatives  are  projecting  that  the  fiscal  1987  University  of 
Washington  cost  for  60  students  will  total  $1,898,619,  or  $40,319  less  than  the  appro- 
priation . 

Option  A:       Reduce  fiscal  1987  WAMI   general  fund  appropriation  by  $40,319. 

Option  B :       Take  no  action. 
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ISSUE   4:      STATE   SPECIAL   COAL   TAX   FUND 

The  education  coal  tax  trust  fund  interest  earnings  are  used  for  student  assis- 
tance. Table  3  shows  a  projected  fiscal  1987  ending  fund  balance  of  $1,045,731  in  the 
education  coal  tax  trust  fund  interest  earnings.  It  is  possible,  therefore,  for  the 
legislature  to  consider  reducing  the  fiscal  1987  WAMI  general  fund  appropriation  and 
increasing  the  state  special  revenue  appropriation  by  $1,045,731. 


Table  3 
Education   Coal  Tax  Trust  Fund  Interest  Earnings  for  WAMI  and  WICHE 


Accounting  Entity  2022 

Beginning  Fund  Balance 
Revenue 

Total  Funds  Available 
Disbursements 

Ending  Fund  Balance 


Fiscal  1985 


$1, 

1, 

.138 
,971. 

,821 
.852 

$3, 
1, 

,110, 
,957, 

,673 
,544 

$1^153^129 

Fiscal 

1986 

$1: 

2, 

.153 
.451 

,129 
,627 

$3, 
2, 

,604 
,421 

,756 
,642 

11^183^114 

Fiscal  1987 

$1,183,114 
2.543,990 

$3,727,104 
2,681,373 

11^.045^731 


Option  A:       Reduce  the  fiscal  1987  WAMI  general  fund  appropriation  by  $1,045,731 
and  increase  the   state   special  revenue   fund  appropriation   by  an  equal 
amount. 

Option  B:       Take  no  action. 

ISSUE   5:      WICHE   AND  MINNESOTA   RURAL   DENTISTRY 

WICHE,  Western  Interstate  Commission  for  Higher  Education,  is  a  cooperative 
program  among  14  western  states  that  enables  students  from  Montana  to  enroll  in 
out-of-state  universities  and  pay  resident  tuition.  Montana  pays  for  WICHE  slots  in 
eight  disciphnes:  dentistry,  medicine,  occupational  therapy,  optometry,  osteopathic 
medicine,  podiatry,  public  health,  and  veterinary  medicine.  Each  state  pays  an  an- 
nual support  fee  to  the  admitting  school,  ranging  from  a  low  of  $3,900  for  occupation- 
al therapy  to  a  high  of  $22,000  for  medicine,  with  an  average  appropriated  cost  of 
$13,689  in  fiscal  1986  and  $13,778  in  fiscal  1987. 
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Through  the  Minnesota  Rural  Dentistry  Program,  students  are  guaranteed  admis- 
sion at  the  University  of  Minnesota  for  the  WICHE  support  fee  for  dentistry  students 
of  $10,800  in  fiscal  1986  and   $11,100  in  fiscal  1987. 

There  are  140  WICHE  students  and  10  Minnesota  rural  dentistry  students  in  fis- 
cal 1986,  with  103  WICHE  and  eight  Minnesota  rural  dentistry  students  planning  to 
continue  in  fiscal  1987,  according  to  agency  representatives.  The  maximum  number  of 
new  fiscal  1987  WICHE  students  considered  by  the  Commissioner's  office  is  27,  which 
would  bring  the  total  number  to  130  in  fiscal  1987.  The  commissioner's  office  reports 
that  there  are  nine  new  students  qualified  for  the  Minnesota  Rural  Dentistry  Program , 
for  a  total  of  17  potential  students  in  fiscal  1987.  However,  the  Forty-Ninth 
Legislature  determined  there  were  to  be  only  four  beginning  dentistry  students 
between  both  WICHE  and  Minnesota  rural  dentistry.  Table  4  shows  the  health  field, 
number  of  students,   and  the  cost  for  these  programs. 


Table  4 
Fiscal  1987   WICHE  And  Minnesota  Rural  Dentistry  Students 


Continuing 

New 

Cost 

Cost 

Field 

Students 

Students 

Cost /Slot 

Continuing 

New 

Medicine 

32 

5 

$22,000 

$ 

704,000 

$110,000 

Osteopathic  Medicine 

8 

2 

9,900 

79,200 

19,800 

Dentistry  -  WICHE 

4 

2 

11,100 

44,440 

22,200 

Veterinary  Medicine 

36 

12 

14,300 

514,800 

171,600 

Optometry 

15 

3 

6,100 

91,500 

18,330 

Occupational  Therapy 

4 

1 

3,900 

15,600 

3,900 

Podiatry 

3 

1 

6,900 

20,700 

6,900 

Public  Health 

1 

1 

5,100 

5,100 

5,100 

Dentistry  -  Minnesota 

8 

2 

11,100 

88,800 

22,200 

Total 

111 

M 

li: 

x564iiOQ 

$380^00£ 

The  fiscal  1987  appropriation  for  WICHE  and  the  Minnesota  Rural  Dentistry 
Program  is  $1,979,500,  which  is  $35,400  more  than  required  to  fund  the  slots.  In 
addition,   of  the  students  being  considered  by  the  Commissioner's  Office,   only  two  new 
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students  have  been  accepted  for  VVICHE  optometry  slots  and  no  new  students  have 
been  accepted  for  the  podiatry  slot,  for  an  additional  $13,000  savinfijs.  This  brings 
the  total  savings  for  new  student  slots  to  $48,400  without  denying  any  accepted 
student  for  which  the   1985  legislature  appropriated  slots. 

Table  5   summarizes  the  status  of  active  physicians  in  nearby  VVICHE  states. 


Table 

5 

Active  Physicians  in  VVICHE   States 

1970 

Rate 
Per  Pop. 

1982 

Rate 

%  Change 

State 

Physicians 

Physicians 

Per  Pop. 

1970-1982 

Oregon 

2,803 

134 

4,904 

184 

75 

Utah 

1,377 

130 

2,563 

164 

86 

Nevada 

504 

105 

1,272 

147 

152 

North  Dakota 

542 

89 

936 

142 

73 

MONTANA* 

679 

99 

1,052 

132 

55 

Wyoming* 

304 

92 

606 

120 

99 

Idaho* 

624 

88 

1,079 

111 

73 

Average 

105 

142 

Montana  as  a  % 

of  Average 

94.3% 

93.0% 

♦States  supporting  medical  students. 
Rate  of  active  physicians  per  100,000  civilian  population, 


Table  5  shows  that  Montana,  Wyoming,  and  Idaho  are  the  only  three  states 
providing  WICHE  support  for  medical  education.  Montana  has  132  active  physicians 
per  100,000  civilian  population,  higher  than  Wyoming  with  a  rate  of  120  or  Idaho  with 
a  rate  of  111  physicians.  However,  Montana's  growth  in  number  of  physicians  from 
1970  to  1982  has  been  55  percent,  less  than  any  of  these  other  states.  It  may  be 
that  the  Wyoming  and  Idaho  service  or  payback  requirements  for  VVICHE  graduating 
physicians  are  contributing  to  an  increase  in  the  number  of  active  physicians  in  those 
states.  Neither  the  commissioner's  office  nor  the  regional  WICHE  office  in  Colorado 
has  been  able  to  determine  how  many  Montana  WICHE-supported  physicians  return  to 
practice   medicine  in   this    state.      It   is   clear   that    Montana's    growth    rate   of  physicians 
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is  the  lowest  at  a  55  percent  increase  from  1970  to  1982.  It  may  be  questioned  how 
much  the  state  will  benefit  from  supporting  five  new  medical  students  at  a  beginning 
cost  of  $22,000  each  in  fiscal  1987,  in  addition  to  32  continuing  WICIIE  medical 
students  and  60  WAMI  medical  students  who  will  cost  $31,644  each  at  the  University  of 
Washington. 

Statistically,  Montana  ranks  14th  nationally  in  practicing  dentists  per  100,000 
population  and  is  113  percent  of  the  national  average.  Moreover,  the  federal  govern- 
ment projects  an  over-supply  of  dentists  until  at  least  the  year  2000.  However, 
Montana  will  be  supporting  16  dentistry  students,  4  of  whom  are  new  students  for 
fiscal  1987,   in  the  Minnesota  Rural  Dentistry  and  VVICHE  dentistry  programs. 

Option  A:      Reduce  the     general  fund     $48,400  in     the  VVICHE     and  Minnesota  Rural 

Dentistry  Program  for  no  appropriated  student   slot  reductions. 
Option  B:      Reduce  the  WICHE  new  medical  slots  to  one  for  a  general  fund  savings 

of  $88,000. 
Option   C:       Eliminate     the     new     dentistry     slots     for  a     general     fund   savings  of 

$44,400. 
Option  D :      Take  any,   all,   or  none  of  the  options. 

ISSUE   6:      STUDENT   PAYMENTS 

If  the  Minnesota  Rural  Dentistry,  WAMI,  and  WICHE  students  had  to  pay  the 
difference  between  their  out-of-state  tuition  and  resident  tuition  to  help  fund  the 
state's  expense  of  reserving  slots  for  them,  the  cost  to  the  Montana  taxpayer  would 
be  reduced.  The  students  would  be  paying  the  out-of-state  fees  as  do  all  other 
students  who  go  to  out-of-state  schools.  Table  6  compares  the  resident  and 
nonresident  tuition  and  fees  for  fiscal  1986  at  the  University  of 
Minnesota  School  of  Dentistry,  the  University  of  Washington  School  of  IMcMlieinc,  and 
ten   universities  in   the   WICHE  program. 
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Table  6 
Comparison  of  Averag-e  Resident  and  Nonresident  Tuition  and  Fees 


University 


Average  Resident 
Tuition  and  Fees 


Average 
Nonresident         Out-of-State 
Tuition  and  Fees  Fees 


MRD   -   University  of  Minnesota  $6,414 

WAMI   -  University  of  Washington  3,045 

WICHE  -   University  of  Arizona  990 

WICHE  -  University  of  California  1,326 

WICHE  -   University  of  Colorado  1,590 

WICHE  -  Colorado  State  University  1,590 

WICHE  -  University  of  Nevada  1,080 

WICHE  -   University  of  New  Mexico  700 
WICHE  -  Oregon  Health  Sciences  Univ.         1,891 

WICHE  -  University  of  Oregon  1,469 

WICHE  -  University  of  Utah  1,203 

WICHE  -  University  of  Washington  1,605 

WICHE  Average 


$11,028 

$4,614 

7,800 

4,755 

3,844 

2,854 

5,162 

3,836 

4,836 

3,246 

3,522 

1,932 

3,280 

2,200 

3,056 

2,356 

4,594 

2,703 

4,594 

3,125 

3,693 

2,490 

4,461 

2,856 

$2,760 


In  Minnesota  Rural  Dentistry,  the  difference  between  resident  and  nonresident 
tuition,  that  is  the  out-of-state  fees,  is  $4,614  for  each  student  per  year.  Montana's 
total  cost  is  $11,100  per  student  per  year.  The  out-of-state  fees  for  WAMI  at  the 
University  of  Washington  are  $4,755  and,  by  comparison,  the  total  state  support  cost 
for  WAMI  is  $31,644  per  student  per  year.  The  average  out-of-state  fees  at  the 
sampling  of  ten  universities  in  WICHE  is  $2,760  per  year  with  the  state's  total  cost 
averaging  $13,778  per  student  per  year. 

If  Montana  were  to  require  students  to  pay  these  out-of-state  fees,  students 
would  pay  $690,240  of  the  $3.9  million  annual  cost  of  these  three  student  assistance 
programs.  If  only  new  students  beginning  in  these  programs  paid  out-of-state 
fees,   the  state  savings  would  be  $178,848  as  shown  in  table  7. 
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Table  7 

State  Savings 

if  Students  Pay  Out- 

-of- 

-State  Tuition  and  Fees 

Out 

-of-State 

State 

Program 

Student 
10 

Fee 

Savings 

Minnesota  Rural  Dentistry 

$4,614 

$  46,140 

WAMI 

60 

4,755 

285,300 

WICHE 

130 

2,760 

358,800 

Total 

goo 

$690^240 

New 

Out 

-of-Stote 

State 

Student 
2 

Fee 

Savings 

Minnesota  Rural  Dentistry 

$4,614 

$      9,228 

WAMI 

20 

4,755 

95,100 

WICHE 

27 

2,760 

74,520 

Total 

49 

1178^848 

Other  WICHE  states  have  implemented  payback /service  requirements.  Table  8 
shows  a  summary  of  the  requirements.  A  Legislative  Fiscal  Analyst  staff  report  enti- 
tled "Service/Payback  Requirements  for  Students  in  Interstate  Student  Assistance 
Programs"  is  available  for  detailed  information. 

Table  8 
Service  or  Payback  Requirements  for  State  Support  in  the  WICHE,    WAMI,    and 

Minnesota  Rural  Dentistry  Programs 


State 

Arizona 

Colorado 

Idaho 

Nevada 

Wyoming 


Requirement 

Service  or  Payback 

Service  or  Payback 

Pay 

Service  or  Payback 

Service  or  Payback 


Payback 

50% 

100%  +  interest 

$3,000  -  WAMI 

25%  +  50%  additional 

100% 


Option  A:       Require  MRD,    WAMI,    and     WICHE     students     to  pay     their  out-of-state 
tuition   and   fees  beginning  in  fiscal   1987   for  a  general  fund   savings  of 
$690,240. 
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Option  B :  Require  new  out-of-state  MRD ,  WAMI,  and  WICHE  students  beg-inning 
in  fiscal  1987  to  pay  their  own  out-of-state  fees  for  a  general  fund 
savings  of  $178,848. 

Option  C :      Require  students  to  pay  25  percent  of  their  out-of-state  fees  begin- 
ning in  fiscal  1987  for  a  general  fund  savings  of  $172,560. 

Option  D :  Require  new  students  beginning  in  fiscal  1987  to  pay  25  percent  of 
their  out-of-state  feo.s  for  a  general  fund  savings  of  $44,712. 

Option  E:       Take  no  action. 

ISSUE   7:      DISCONTINUE   STATE   WORK   STUDY   PROGRAM 

The  1983  legislature  appropriated  $290,790  in  each  year  of  the  1985  biennium  to 
fund  a  State  College  Work  Study  Program.  The  1983  legislature  based  the  appro- 
priation in  fiscal  1984  and  1985  on  a  projected  drop  in  federal  work  study  funds  from 
fiscal  1982  to  1983  of  $290,790.  The  projected  drop  in  federal  work  study  funds  did 
not  occur  as  is  indicated  in  table  9  on  the  following  page.  The  legislature 
appropriated  $291,000  in  each  year  of  the  1987  biennium,  to  be  matched  30  percent  or 
with  $87,300  by  the  six  units  of  the  university  system  and  the  community  colleges. 
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Table  9 
Federal  Work   Study  Expenditures  for  the  Montana  University  System  and 

Community  Colleges 
Fiscal   1982   -   1984* 


University  Unit 

Western  Montana  College 
Northern  Montana  College 
Eastern  Montana  College 
Montana  College  of  Mineral 
Science  and  Technology 
Montana  State  University 
University  of  Montana 
Miles  Community  College 
Dawson  Community  College 
Flathead  Community  College 

Total 


Fiscal  1982 

Fiscal  1983 

Fiscal  1984 

$     183,047 

$ 

155,147 

$ 

198,325 

66,911 

46,006 

64,516 

249,247 

256,261 

260,300 

88,392 

87,754 

93,551 

453,696 

615,619 

706,596 

782,654 

798,995 

705,201 

7,153 

5,913 

7,203 

16,366 

13,786 

18,764 

32,955 

25,310 

33,368 

$1^880^421 

II: 

Agi^lgl 

U: 

^087^824 

♦Source:     SB  AS   fiscal  year-end  reports  for  units  of  the  university  system  and  phone 
survey  of  community  colleges. 


As  indicated  in  table  9,  federal  work  study  expenditures  increased  by  $124,370 
or  7  percent  between  fiscal  1982  and  1983  for  units  of  the  university  system  and  the 
community  colleges.  Federal  work  study  expenditures  in  fiscal  1984  represent  an  in- 
crease from  fiscal  1983  of  $83,033,  or  4  percent.  Expenditures  in  fiscal  1985  were 
$2,094,042. 

In  conclusion,  the  1983  legislature  based  the  1985  biennium  appropriation  for  the 
State  Work  Study  Program  on  a  projected  decrease  in  federal  funding  of  $290,790. 
The  projected  decrease  did  not  occur.  Federal  work  study  expenditures  have  been 
increasing  rather  than  decreasing  and  the  state  College  Work  Study  Program  was  also 
continued  in  the  1987  biennium. 

Option  A:      Discontinue     funding  of     the  State     Work  Study     Program  for  a  general 

fund  savings  of  $291,000  in  fiscal  1987. 
Option  B :       Take  no  action. 
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Expenditure 
By  College 

Dawson 

Flathead 

Miles 

Total 

Fund  Source 


Actual 

Fiscal 

1984 

$  678,627 
1,414,040 
1,035,573 

$3^128^240 


Actual 

Fiscal 

1985 

$  736,200 
1,521,670 
1,068,407 


After  2% 

Fiscal 

1986 

$      746,478 

1,577,827 

865,002 


Appropriated 

Fiscal 

1987 

$      782,088 

1,666,062 

906,262 


^3^326^277  |3^189^307  |3^354^412 


%  Change 
FY85-FY87 

6.2 

9.5 

(15.2) 

.8 


General  Fund         $3^128^240         13^326^277         13^189^,307 


,354^412 


Fiscal  1987  Formula  For  Community  Colleges 


Student 

Cost 

College 

FTE 

Factor 

Dawson 

400 

X 

$3,611 

Flathead 

850 

X 

3,611 

Miles 

464 

X 

3,611 

Pay  Plan 

Unrestricted 

%  state 

General 

Budget 

Support 

Fund 

$1,444,400 

X 

52.0 

=  $      751,088 

3,069,350 

X 

52.0 

=      1,596,062 

1,675,504 

X 

52.0 

871,262 

261,538 

X 

52.0 

136,000 

Total 


K714 


^6^450^792 


$3^354^412 


ISSUES Fiscal  1987 

General  Fund     Other  Funds 
1.    Tuition 

Option  A.    Raise  tuition  revenue  to  equate  to 

current  fees  $(361,125)  -0- 

Option  B.    Raise  tuition  to  average  of  western  states         $(535,416)  -0- 

Option  C.    Raise  tuition  to  equal  22.5  percent  of 

budget  $(896,660)  -0- 


The  state's  three  community  colleges,  Dawson  in  Glendive,  Flathead  Valley  in 
Kalispell,  and  Miles  in  Miles  City,  are  organized  in  accordance  with  the  provisions  of 
Title  20,  Chapter  15,  MCA.  Each  community  college  district  has  an  elected  board  of 
trustees  accountable  to  and  supervised  by  the  Board  of  Regents. 

Unrestricted  budgets  for  community  colleges  are  generated  by  a  formula  ap- 
proved by  the  1981  legislature  in  which  projected  student  enrollment  (FTE)  is  multi- 
plied by  a  cost  factor.     The  formula-generated  budget  was  multiplied  by  52  percent  to 
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determine  the  general  fund  appropriation  for  the  1987  biennium.  Overall,  general 
fund  increases  .8  percent  from  fiscal  1985  to  1987,  ranging  from  Flathead  increasing 
9.5  percent  to  Miles  decreasing  15.2  percent.  The  remaining  48  percent  of  the  for- 
mula budget  is  financed  from  student  tuition  and  fees,  district  mandatory  mill  levy, 
interest  income,    and  occasional  miscellaneous  sources. 

FUNDING   FORMULA   VARIABLES 

The  total  unrestricted  budgets  of  the  community  colleges  are  calculated  as  a  re- 
sult of  the  legislature  determining  three  variables:  (1)  Projected  student  FTE,  (2) 
cost  factor  per  student,  and  (3)  percentage  of  state  support  for  the  unrestricted 
budgets. 

The  community  college  funding  study  final  report,  which  led  to  House  Bill  69 
passed  by  the  1981  session,  indicates  that  the  cost  factor  per  FTE  and  the  percentage 
of  state  support  were  not  included  in  the  codes  so  they  could  be  debated  and  fixed 
each  session  of  the  legislature.  In  determining  the  percentage  of  state  support,  the 
legislature  considers  not  only  the  state  funds  available  but  also  the  efforts  of  the 
community  colleges  to  raise  the  balance  of  the  unrestricted  budgets  through  student 
tuition  and  fees,  and  the  mandatory  district  mill  levy.  The  mandatory  mill  levy  in 
the  community  college  districts  provides  the  balance  of  the  unrestricted  budget.  If 
other  revenues  go  down,  the  mill  levy  increases,  and  if  other  revenues  go  up,  the 
mandatory  mill  levy  decreases. 

Projected  FTE 

The  first  major  variable  in  the  community  college  funding  formula  is  the  student 
FTE.  The  full-time  equivalent  unrestricted  enrollment  was  estimated  at  1,714  student 
FTE  for  each  year  of  the  1987  biennium.  Actual  fiscal  1986  enrollment  was  1,739,  or 
25  students  more  than  appropriated,  with  significant  differences  between  appropriated 
FTE  and  actual  FTE  at  individual  colleges.  These  enrollment  variances  and  their  im- 
pact on  fiscal  1986  appropriations  are  presented  in  table  1. 
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COLLEGES 

Impact  of 

Table  1 
Actual  FTE  on  Fiscal   1986  App: 

popriations 

College 

F\'86 
Approp . 

FTK 

FY86 

Actual 

FTE 

388 
927 
424 

1^39 

General  Fund 

Resulting  From 

Actual   FTE 

Actual  FTE 

General   Fund 

After   2% 

Appropriated 
After   1% 

Appropriated 

Over  or   (Under) 

FTE  Generated 

Dawson 

Flathead 

Miles 

Total 

400 
850 
464 

S      731,090 

1,744,811 

799,996 

$3j^275j^897 

S      716,468 

1,709,915 

783,996 

$3,210^79 

S      lkb,i*l^ 

1,511,821 

865,002 

53^189^307 

$     30,010 
(132,088) 
81,006 

$(21^072) 

If,  after  the  2  percent  cuts,  the  fiscal  1986  general  fund  appropriation  reflected 
actual  unrestricted  enrollment,  Dawson  would  have  been  reduced  another  $30,010, 
Flathead  would  have  been  increased  $132,088,   and  Miles  reduced  by  $81,006. 

Table  2  shows  the  actual  FTE  for  the  last  three  years  plus  appropriated  FTE  for 
fiscal  1987. 


Table  2 
Student  FTE  for  the  Community  Colleges 


Fiscal 
College 

Dawson 

Flathead 

Miles 

Total 


Fiscal 
1984 

387 
783 
464 

1^634 


Fiscal 
1985 

453 
849 
455 

1^757 


Fiscal 

Fiscal 

1987 

1986 

Appropriated 

388 

400 

927 

850 

424 

464 

l±lll 

1^714 

Cost  Factor  Per  Student 

The  second  major  variable  in  the  funding  formula  is  the  appropriated  cost  factor 
per  student  FTE.  The  cost  factor  approved  for  fiscal  1987  is  $3,611  based  upon  an 
inflation  rate  of  11.5  percent  from  1984  through  1987.  Analysis  indicates  that  revised 
inflation  factors  are  negligible  and  that  the  $3,611  cost  factor  is  appropriate  for  fiscal 
1987. 
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Percentage  of  State  Support 

The  third  major  variable  in  the  formula  is  the  percentage  of  state  support.  The 
1983  and  1985  biennium  funding  was  based  on  53  percent  state  support  and  the  1987 
biennium  used  52  percent  general  fund  support  for  the  budgets  and  pay  plan,  with 
41.6  percent  for  total  audit  costs  of  $60,000. 

ISSUE   1:      TUITION 

Table  3  shows  tuition  and  fees  for  public  community  colleges  in  the  west  and 
three  Montana  community  colleges. 

Table  3 

Student  Tuition  and  Fees  From  Fiscal   1982   to  1986 


College 

Fiscal 
1982 

Fiscal 
1985 

Fiscal 
1986 

%  Change 
82-86 

%  Change 
85-86 

Dawson 

Flathead 

Miles 

$375 
375 
338 

$450 
383 
390 

$486 
450 
501 

29.6 
20.0 

48.2 

8.0 
17.6 
28.5 

Montana  Average 

363 

408 

479 

32.0 

17.4 

West  Average 

416 

529 

571 

37.3 

7.9 

Source:      WICHE   1985-86  Information  Series  10 


Although  the  17.4  percent  increase  in  Montana's  average  tuition  and  fees  from 
fiscal  1985  to  1986  was  higher  than  the  average  7.9  percent  increase  among  public 
community  colleges  in  the  west,  tuition  and  fees  at  the  three  community  colleges 
remain  lower  than  the  average.  Fiscal  1986  tuition  and  fees  at  the  three  community 
colleges  average  $479,   or  $92  less  per  student  than  the  west  average. 

Table  4  compares  the  estimated  1986  tuition  and  fees,  based  on  the  community 
colleges'  fall  1985-86  geographic  origins  report,  with  the  budgeted  tuition  and  fees. 
This   projection   shows   that   the  community  college   tuition   and   fee  revenue  is  budgeted 
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at  approximately  $367,000  less  for  fiscal  1986  than  the  tuition  rates  would  indicate. 
The  Commissioner's  office  provided  the  fiscal  1986  tuition  and  fee  schedule  and  the 
breakdown  of  students  by  in-district,  out-of-district,  and  out-of-state  for  fall,  1985. 
These  percentages  for  fall  enrollment  were  applied  to  the  actual  fiscal  1986  student 
FTE  to  determine;  the  estimated   tuition  and   fees. 


Table  4 
Estimated  Tuition  and  Fees  Compared  with  Budgets 

Fiscal  1986 


Dawson 

70.7%     In-District  @  $450 
23.4%     Out-of-District  &  $600 
5.9%       Out-of-state  @  $900 

Subtotal 

Flathead 

78.7%     In-District  @  $450 
19.2%     Out-of-District  @  $558 
2.1%       Out-of-state  @  $954 


Estimated 

Student 

FTE 


274 
91 
23 


Estimated 
Tuition 


$123,300 
54,600 
20,700 


Budgeted 
Tuition 


Budget 
Over  (Under) 


388 


$198,600         $112,000 


$    (86,600) 


730 

$328,500 

178 

99,324 

19 

18,126 

Subtotal 

927 

$445,950 

$249,000 

$(196,950) 

Miles 

66.6%     In-District  @  $468 
30.4%     Out-of-District  @  $618 
3.0%       Out-of-state  Q  $918 

282 

129 

13 

$131,976 
79,722 
11,934 

Subtotal 

424 

$223,632 

$139,900 

$    (83,732) 

TOTAL 

U739 

1868^182 

1500^900 

11367^2821 

Table  5  shows  that  the  budgeted  tuition  and  fees  average  only  8.2  percent  of 
the  fiscal  1986  budgets.  This  compares  with  22.5  percent  established  by  the  legisla- 
ture for  the  university  units  during  the  1987  biennium. 
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Table  5 

Tuition  and  Fees  as  Percent  of  Budgets 

Fiscal  1986 


Fiscal  1986 

Fiscal  1986 

Tuition   &   Fees 

Unrestricted 

Budgeted 

as  Percent 

College 

Budget 

Tuition   &   Fees 
$112,000 

of  Budget 

Dawson 

$1,429,600 

7.8 

Flathead 

3,037,900 

249,000 

8.2 

Miles 

1,658,336 

139,900 

8.4 

TOTAL 

li±MI±iii 

$500^900 

8^2 

If  the  estimated  tuition  and  fees  shown  in  table  4  had  been  used  in  the  fiscal 
1986  budget,  tuition  revenue  would  have  been  approximately  14.2  percent  of  the 
budget.  If  the  community  college  tuition  and  fees  had  been  equal  to  the  west 
community  college  average,  or  approximately  19  percent  higher,  tuition  would  have 
been  about  16.9  percent  of  the  budget.  The  community  colleges  are  under  the  Board 
of  Regents  and  their  credits  are  transferrable  to  the  six  units  of  the  University 
system.  If  community  college  tuition  were  all  shown  in  the  budget  and  raised  to  22.5 
percent  of  the  cost,  tuition  and  fee  revenue  would  average  $812  per  student  FTE  in 
fiscal  1987.  This  compares  with  an  in-state  tuition  and  fee  rate  of  $1,090  for  the 
university  system  in  1987. 

Option  A :      Have  all  the  tuition  and  fees  show  in  the  budget.     This  would     offset 

$361,125    of    general    fund    and    make    the    state    support    rate    46.4    per- 
cent. 
Option  B  :      Raise     the  tuition  and     fees  to  the  average  rate  of  the  western   states. 
This   would  offset  $535,416  of  general  fund  and  make  the   state   support 
rate  43.7  percent. 
Option  C:      Raise  the  tuition  and  fees  to  22.5  percent  of  the  budget  like  the     uni- 
versity  system.      This   would  offset   $896,660   of  general   fund   and   make 
the  state  support  rate  38.1  percent. 

Option  D :      Take  no  action. 
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TION 

Budget  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

After  2% 

Fiscal 

1986 

Approp. 

Fiscal 

1987 

%  Change 
FY85-FY87 

FTE 

258.16 

258.16 

255.57 

255.57 

(2.59) 

Personal  Service 
Operating  Expense 
Equipment 

$6,090,488 

1,672,870 

246,143 

$6,331,673 

1,636,356 

323,340 

$6,423,266 

1,633,850 

225,000 

$6,709,160 

1,734,029 

250,000 

6.0 
6.0 
(22.7) 

Total  Operating  Costs 
Non-Operating  Costs 

$8,009,501 
27,223 

$8^036^724 

$8,291,369 
35,405 

$8^326^.774 

$8,282,116 
-0- 

$8.^282^16 

$8,693,189 
-0- 

|8.,693U89 

4.8 

Total  Expenditures 

__4^4 

Fund  Source 

General  Fund 
State  Special 
Federal  Revenue 

$5,644,003 

729,509 

1,663,212 

$5,945,673 

623,861 

1,757.240 

$5,954,537 

520,000 

1,807,579 

$6,275,232 

520,000 

1,897,957 

5.5 

(16.6) 

8.0 

Total  Funds 

$8,036^724 

$8,326^774 

$8^282^116 

Miiiausi 

4.4 

T<3<3  IITTQ 

. 

1987 

her  Funds 

-0- 
-0- 
-0- 
-0- 

-0- 

1.    Research  Priorities 

Option  A.    Community  Improvement  Projects 
Option  B .    Rural  Life  Projects 
Option   C.    Consumer  Health /Nutrition   Projects 
Option  D.    Marketing  Systems   Projects 
Option  E.    Expanded  Product  Demand  Projects 

General 

$(201 
$   (86 
$   (31 
$(207 
$(335 

Fund         Ot 

,045) 
,051) 
,447) 
,386) 
,811) 

The  Montana  Agricultural  Experiment  Station  was  established  in  1893  at  the 
state's  land-grant  university  in  Bozeman  specifically  to  "conduct  and  promote  studies, 
scientific  investigations,  and  experiments  relating  to  agriculture,  natural  resources, 
and  rural  life  and  to  diffuse  information  thereby  acquired  among  the  people  of 
Montana,"  as  cited  in  Section  20-25-222(2),  MCA.  In  addition  to  the  campus  research 
departments,  there  are  seven  applied  research  centers  located  around  the  state  to 
serve  specific  agricultural  areas  and  to  be  representative  in  soil,  climate,  and  other 
variables  for  research  tests. 
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From  fiscal  1985  to  1987  the  agricultural  experiment  station  FTE  decreases  2.59 
as  a  result  of  5.59  dairy  research  FTE  being  deleted  and  3  FTE  being  added  for  weed 
research.  The  Forty-ninth  Legislature  applied  2  percent  vacancy  savings  to  faculty 
and  graduate  research  assistants,  and  4  percent  vacancy  savings  to  professional, 
classified,    and  part-time  positions. 

The  state  special  revenue  is  derived  from  the  sale  of  cattle  and  agricultural 
products.  It  decreases  16.6  percent  between  fiscal  1985  and  1987.  The  federal  funds 
are  Hatch  and  multi-state  regional  research. 

ISSUE   1:      RESEARCH   PRIORITIES 

The  Montana  Agricultural  Experiment  Station,  through  its  scientists,  eight  advi- 
sory committees,  and  statewide  adArisory  council,  sets  research  priorities  which  are 
submitted  by  the  agency  as  research  proposals  to  the  U.S.  Department  of  Agricul- 
ture. Currently  approximately  139  state  research  projects  are  approved  for  federal 
Hatch  formula  matching  funding  and  23  regional  (multi-state)  research  projects  are 
approved  for  federal  regional  research  funds.  Although  $553,540  of  federal  regional 
funds  are  in  the  fiscal  1986  unrestricted  operating  budget,  these  funds  must  be  used 
to  achieve  the  objectives  of  the  23  approved  multi-state  research  projects. 

The  experiment  station's  scientist  positions  and  expenditures  are  summarized  by 
goals  in  table  1. 
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-  Scientists  -  - 

-  -  -  Expenditures  - 

No. 

Percent 

Cost 

Percent 

14 

16 

$1,199,000 

14 

22 

24 

2,211,000 

27 

41 

46 

3,938,000 

47 

4 

4 

402,000 

5 

4 

4 

238,000 

3 

0 

0 

0 

0 

1 

1 

30,000 

1 

2 

2 

103,000 

1 

2 

3 

206,000 

2 

ifi 

100 

$8^327^000 

100 

Table  1 
Agricultural  Experiment  Station  Fiscal  1985  Research  Program  by  Goals 

(excluding  LARRL) 


Goal 

I  -  Natural  Resources 

II  -  Protection  from  Pests 

III  -  Reduced  Production  Costs 

IV  -  Expanded  Product  Demand 
V  -  Marketing  Systems 

VI  -  Export   Markets 

VII  -  Consumer  Health/Nutrition 

VIII  -  Rural  Life 

IX  -  Community  Improvement 

Total 


The  USDA  Cooperative  State  Research  Service,  which  focuses  agricultural  re- 
search and  administers  funds  appropriated  by  Congress  for  the  state  agricultural  ex- 
periment stations,  established  these  nine  goals  and  defined  the  research  areas  includ- 
ed under  each  category.      This  classification  system  is  summarized  briefly  as  follows: 

I.  Natural  Resources  -  Research  on  soils  classification;  plant,  water,  and  nutrient 
relationships;  management  of  salt  problems;  conservation  and  efficient  use  of 
water;  drainage  and  irrigation  systems;  weather;  improvement  of  range  re- 
sources. 

II.  Protection  from  Pests  -  Control  of  insects,  diseases,  and  pests  on  fruits,  vege- 
tables', field  crops ,  ^and  range;  control  of  insects  and  parasites  effecting  live- 
stock;   control  of  livestock  diseases;    protection  from  pollution. 

III.  Decreasing  Real  Production  Costs  -  Improving  biological  efficiency  of  fruits, 
vegetables,  field  crops,  and  livestock;  production  management  systems  for  field 
crops;    farm  business  management;    control  of  environmental  stress  in  livestock. 

IV.  Expanded  Product  Demand  -  Developing  new  and  improved  fruits,  vegetables, 
and  field  crops;  production  of  animal  products  with  improved  acceptability;  crop 
and  livestock  quality  maintenance. 

V.  Marketing  Systems  -  Improving  grades  and  standards  for  agricultural  products; 
supply,    demand,    and  price  analysis;    marketing  systems  analysis. 
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VI.  Export  Markets   -   Developing   foreign   markets;    evaluating   foreign   food-aid   pro- 

grams. 

VII.  Consumer  Health  and  Improved  Nutrition  -  Protecting  food  and  feed  supplies 
from  harmful  microorganisms  and  toxins;  studying  food  choices,  consumption, 
and  human  nutrition. 

VIII.  Rural  Life  -  Research  on  housing;    family  resource  use;   improving  economic  po- 
tential;   individual  and  family  adjustments  to  change;    government  programs. 

IX.  Community  Improvement  -  Research  on  soil,  water,  and  air  pollution  and  waste 
disposal;  wildlife;  trees  to  enhance  environments;  ornamentals  and  turf;  im- 
provement of  rural  institutions  and  services. 

The  agency  is  focusing  88  percent  of  its  available  resources  on  the  first  three 
goals.  These  research  priorities  reflect  the  livestock,  crops,  and  resource  manage- 
ment issues  in  agriculture  which  make  up  a  significant  segment  of  the  economy  of 
Montana.  As  table  1  shows,  the  last  three  goals  are  of  lower  priority  for  allocation  of 
research  funds  and  together  constitute  4  percent  of  total  expenditures. 

The  legislature  may  want  to  consider  whether  the  projects  from  these  various 
goals,  as  cited  in  tables  2  through  6,  constitute  a  high  enough  priority  for  continued 
funding.  Projects  funded  with  federal  regional  grants  are  excluded  from  the  totals  in 
each  table  as  they  do  not  require  any  state  match ,  and  they  are  federally  funded  in 
fiscal  1986  and  1987.  All  other  projects  are  listed  for  consideration  because  the 
agency  director  has  the  option  of  moving  the  funding  among  projects  to  achieve 
research  objectives. 
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Table  2  lists  for  consideration  a  total  of  $192,572  in  Community  Improvement  Coal 
IX  fiscal  1985  research  projects.  In  the  event  the  legislature  were  to  eliminate  these 
projects,  the  savings  in  Option  A  would  be  $201,045  after  adjusting  for  inflation  to 
fiscal  1987.  The  totals  in  all  options  are  adjusted  4.4  percent  for  inflation  to  fiscal 
1987. 


Table  2 
Projects  in  Goal  IX:    Community  Improvement 


Project  Title 

1.  Alleviation  of  Soil,   Water   &  Air  Pollution 

a.  Environmental  Distribution,    Transformation  &   Toxicological 
Implication  of  Pesticide  Residues 

b.  Exploratory  Research  in  Chemistry 

2.  Fish   &  Other  Aquatic  Life,    Fur-Bearing  Animals   &  Other  Wildlife 
a.    Environmental  Factors  Influencing  Distribution   &   Density  of 

Economically  Important  Bird   Populations 

3.  Trees  to  Enhance  Rural  Environment 

a.    Plant   Survival  in  Above-Grade  Planters 

4.  Culture   &   Protection  of  Ornamentals   &   Turf 

a.  Biochemical   &   Physiological  Bases  of  Plant  Disease 
Resistance  and   Susceptibility 

b.  Plant   Survival  in  Above-Grade  Planters 

c.  Selection   &  Propagation  of  Native  &  Introduced  Woody 
Plants  Suitable  to  Variable  Environments 

d.  Breeding  Turf  Grass  With  Resistance  to  Drought   & 
Salinity  Stress 

e.  Low  Temperature  Tolerance  of  Perennials   &  Miscellaneous  Crops 

5.  Improvement  of  Rural  Community   Services 

a.    Montana's  Agricultural  Manpower  Assessment  Project 

Subtotal 
Less  Federal  Regioneil  Research  Funds 
TOTAL 


Fiscal  1985 
Expenditures 


$  38,206 
4,252 


36,522 
14,137 


30,034 
14,137 

18,680 

18,426 
14,302 


17,664 
$206,360 

13,788 
1192^572 
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Table  3  lists  for  consideration  projects  in  Goal  VIII,  Rural  Life.  These  eight 
fiscal  1985  projects,  less  the  federal  regional  funds,  total  $82,424.  The  elimination  of 
these  projects  totaling  $86,051  after  adjusting  for  inflation  to  fiscal  1987,  plus  all  of 
the  Community  Improvement  projects  on  table  2  amounting  to  $201,045,  would  provide 
a  total  reduction  of  $287,096  or  a  4.6  percent  general  fund  reduction. 

Table  3 
Projects  in  Goal  VIII:      Rural  Life 

Fiscal   1985 
Expenditures 

1.  Individual   &   Family  Decision  Making  &   Resource  Use   &   Family  Functioning 
a.    Coping  With  Stress:    Adaptation  of  Nonmetropolitan   Families  to 

Socioeconomic   Changes  $  20,863 

2.  Communication  and  Education  Processes 

a.  Montana's  Agriculture  Manpower  Assessment  Project  5,299 

b.  Rural  College  Students  Perceptions  of  Occupation  6,104 

3.  Individual  and  Family  Adjustment  to  Change 

a.  Montana's  Agriculture  Manpower  Assessment  Project  12,365 

b.  Population  Changes  in  Small  Towns  17,212 

c.  Rural  College   Students  Perceptions  of  Occupation  6,104 

d.  Impacts  of  Human  Migration   Flows  on  Nonmetropolitan  People 

and  Places  21,071 

4.  Government  Programs  to  Balance  Farm  Output   &  Market  Demand 

a.   Nutrition  &  Agricultural  Policy  Analysis  13,607 

Subtotal  $102,625 

Less  Federal  Regional  Research  Funds  20,201 

TOTAL  i_82^424 
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Table  4  lists  for  consideration  three  projects  in  Goal  VII,  Consumer  Health  and 
Nutrition,  totaling-  $30,122,  or  $31,447  adjusted  for  inflation  to  fiscal  1987.  There  are 
no  federal  research  funds  in  these  projects.  The  legislature  may  decide  these 
projects  could  be  eliminated.  If  these  Consumer  Health  and  Nutrition  projects  in  table 
4  are  added  to  the  table  2  and  3  projects,  the  total  reduction  would  be  $318,543  or  a 
5.1  percent  general  fund  reduction. 

Table  4 
Projects  in  Goal  VII:      Consumer  Health  and  Nutrition 

Fiscal  1985 
Project  Title  Expenditures 

1.  Protect  Food   &   Feed  Supplies  From  Harmful  Microorganisms   & 
Naturallj'  Occurring  Toxins 

a.   Enteropathogens  in  Swine  $  8,461 

2.  Food  Choices,    Habits  and  Consumption 

a.   Nutritional  Improvement   &  Acceptance  of  Grains  for  Feed 

&   Food  Uses  8,054 

3.  Human  Nutrition 

a.   Nutrition   &  Agricultural  Policy  Analysis  13,607 

TOTAL  i30jLl22 
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Table  5  lists  for  consideration  six  projects  in  Goal  V,  Marketing  Systems.  After 
the  federal  regional  funds  are  taken  out,  these  projects  total  $198,646.  If  all  the 
marketing  systems  projects  which  total  $207,386  when  adjusted  for  inflation  were 
added  to  the  projects  in  the  foregoing  tables,  the  reduction  would  be  $525,929  or  an 
8.4   percent  general  fund  reduction. 

Table  5 
Projects  in  Goal  V:    Marketing  Systems 

Fiscal  1985 
Project  Title  Expenditures 

1.  Improvement  of  Grades   &   Standards  -  Crop   &  Animal  Products 

a.    Evaluation  of  Montana  Feeds  for  Dairy  Cattle  $     3,106 

2.  Supply,   Demand  and  Price  Analysis  -  Crop   &  Animal  Products 

a.  Agricultural  Supply  Response  61,835 

b.  Marketing  Alternatives  in  a  Changing  Economic  Environment  43,218 

c.  Agricultural  Resource  &  Production  Economics  48,528 

3.  Performance  of  Marketing  Systems 

a.  Marketing  Alternatives  in  a  Changing  Economic  Environment  33,614 

b.  Performance  of  the  U.S.    Grain  Marketing  System  in  a  Changing 

Economic   &   Policy  Environment  48,065 

Subtotal  $238,366 

Less   Federal  Regional  Research  Funds  39,720 

TOTAL  11 9  8^.646 
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Table  6  lists  for  consideration  15  projects  in  Goal  IV,  Expanded  Product  Demand. 
These  fiscal  1985  projects  total  $321,658  without  federal  regional  funds.  If  nil  of 
these  projects  totaling  $335,811  after  adding  inflation  to  fiscal  1987  were  added  to  the 
projects  in  prior  tables,  the  total  general  fund  reduction  would  be  $861,740,  or  13.7 
percent. 

Table  6 
Projects  in  Goal  IV:      Expanded  Product  Demand 

Fiscal  1985 
Project  Title  Expenditures 

1.  Nev;   &   Improved  Fruit   &   Vegetable  Products   &  By-Products 

a.  Exploratory  Research  in  Chemistry  $     4,252 

b.  Nutritional  Improvement   &   Acceptance  of  Grains  for  Feed   & 

Food  Uses  12,082 

c.  Physiology  &   Culture  of  Horticultural  Crops  11,935 

2.  Production  of  Field  Crops  With  Improved  Acceptability 

a.  Compositional  Qualities  of  the  Albumins,   Globulins,    Hordeins 

&   Glutelins  of  Barley  Protein  72,611 

b.  Characteristics  and  Feed  Value  of  Barley  &  Western  Protein 
Supplements  for  Swine  26,817 

c.  Genotype-Environment  Interactions  Related  to  End-Product  Uses 

in  Small  Grains  110,332 

d.  Development  of  Spring  Wheat  Varieties   &  the  Testing  of  These   & 
Introduced  Varieties  1,007 

e.  Winter  Wheat  Variety  Development   &  Testing  in  Montana  28,681 

f.  Barley  Breeding   &   Genetics  in  Montana  10,413 
g. /Breeding  &   Improvement  of  Oilseed  Crops  for  Eastern  Montana                  34,934 

3.  New   &   Improved  Food  Products  From  Field  Crops 

a.  Exploratory  Research  in  Chemistry  4,252 

b.  Nutritional  Improvement   &  Acceptance  of  Grains  for  Feed   & 

Food  Uses  60,407 

c.  Use  of  Barley  &   Barley  By-Products  in  Human  Food  22,?70 

4.  New   &   Improved  Feed,    Textile   &   Industrial  Products  from   Field  Crops 

a.    Improvement  of  Agricultural  Efficiency  Through  Biotechnology  176 

5 .  Production  of  Animal  Products  With  Improved  Acceptability 

a.   Evaluation  of  Montana  Feeds  for  Dairy  Cattle  1 ,864 

Subtotal  $402,033 

Less  Federal  Regional  Research  Funds  80  ,375 

TOTAL  I32U658 
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Option  A:      Eliminate  the  ten  projects  under  the  community  improvement  poal  for  a 

general  fund  savings  of  $201,045. 
Option  B :      Eliminate  the  eight     projects  under     the  rural  life     goal  for  a  general 

fund  savings  of  $86,051. 
Option  C :      Eliminate  the  three  projects  under     the  consumer  health  and  nutrition 

goal   for  a  general  fund  savings  of  $31,447. 
Option  D :      Eliminate  the  six  projects  in  the  marketing  systems   goal  for  a  general 

fund  savings  of  $207,386 
Option  E :       Eliminate  the  15     projects  in  the     expanded  project  demand  goal  for  a 

general  fund  savings  of  $335,811. 
Option  F:       Take  all  the  above  options  for  a  general  fund  savings  of  $861,740. 
Option  G:      Take  no  action. 
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GEOLOGY 

Current  Unrestricted 

Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

%  Change 

Budget  Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

30.93 

31.91 

32.41 

32.41 

.5 

Personal  Service 

$     861,900 

$     903,277 

$     916,572 

$     949,572 

5.1 

Operating  Expense 

562,975 

533,681 

584,637 

616,628 

15.5 

Equipment 

24,148 

38,405 

25,833 

20,830 

(45.8) 

Total  Operating  Costs 

11^449^023 

11^475^363 

IIj.527^042 

llj.587^030 

__Z^6_ 

Fund  Source 

General  Fund 

$1,396,693 

$1,433,742 

$1,174,042 

$1,534,030 

7.0 

State  Special 

52,330 

41,621 

53,000 

53,000 

27.3 

State  and  Special  RIT 

-0- 

$1^449^023 

-0- 

|ii|Z5^363 

300,000 

IliliZiQil 

-0- 

|U5|Z^030 



Total  Funds 

==l±l:= 

The  Bureau  of  Mines  and  Geology,  a  public  service  agency  and  research  entity  of 
the  Montana  College  of  Mineral  Science  and  Technology  in  Butte,  is  responsible  for 
assisting  in  development  of  the  state's  mineral  resources.  The  agency  gathers,  field 
tests,  analyzes,  catalogues,  and  disseminates  information  on  ground  water,  metals,  oil, 
gas,  coal,  and  other  non-metallic  minerals.  It  carries  out  research  in  mineral  benefits 
and  mineral  industry  economic  problems  in  the  state.  The  agency  has  water  research 
agreements  with  the  Department  of  Natural  Resources  and  Conservation,  Department  of 
State  Lands,    Montana  Water  Resources  Research  Center,    and  other  state  agencies. 

From  fiscal  1985  to  1987  there  is  a  .5  FTE  increase  for  a  geophysicist  for  the 
seismic  monitoring  lab.  This  plus  the  pay  plan  account  for  a  5.1  percent  increase  in 
personal  services.  Four  percent  vacancy  savings  was  applied  to  classified  and 
part-time  positions  for  fiscal  1986  and  1987.  No  vacancy  savings  was  applied  to 
professional   positions.      Operating  expenses   increase   15.5   percent   for  the   same  period 
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due  to  inflation   and   due  to  operating  expenses  in  fiscal   1985  being  $40,000  lower  than 
anticipated  in  the  appropriation. 

In  fiscal  1986  the  legislature  appropriated  $300,000  of  resource  indemnity  trust 
fund  interest.  The  other  state  special  revenue  is  derived  primarily  from  sales  of  maps 
and  publications.  This  sales  revenue  increases  27.3  percent  from  fiscal  1985  to  1987 
as  the  $56,179  of  expected  revenue  was  not  realized  in  fiscal   1985. 
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Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

% 

Change 

Budget  Item 

1984 

1985 

1986 

1987 

FY85-FY87 

FTE 

132.86 

134.08 

135.30 

135.30 

1.22 

Personal  Service 

$3,286,434 

$3,441,999 

$3,593,076 

$3,765,115 

9.4 

Operating  Expense 

581,797 

667,100 

663,133 

689,170 

3.3 

Equipment 

24,181 

41,102 

$        20,222 

14,881 

(63.8) 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Fund  Source 

General  Fund 
Federal  Revenue 
Proprietary  Funds 

Total  Funds 


$3,892,412 
2,838 


$4,150,201 
9,697 


$4,276,431      $4,469,166 
4,000  -0- 


$3^895^250        $4^159^898        14^,280^431      M^469^166 


$2,132,052 

1,763,198 

-0- 


$2,186,554 

1,973,344 

-0- 


$2,242,837 

1,976,222 

61,372 


$2,371,660 

2,033,522 

63,984 


$3^,895^250        $4^,159^898        $4^.280^431      $4^469^166 


7.7 


7.4 


8.5 
3.0 


7.4 


ISSUES 


1 .  Administration  Consolidation 

2.  Extension  Specialists 

3.  Classified  Personnel 

Option  A. 
Option  B. 
Option  C. 
Option  D. 

4 .  Equipment 


Fiscal  1987 

General  Fund     Other  Funds 


$(568,923) 
$(318,896) 

$(54,939) 

$(99,108) 

$(100,934) 

$(133,787) 

$(3,932) 


-0- 
-0- 

-0- 
-0- 
-0- 
-0- 
-0- 


The  Montana  Cooperative  Extension  Service  (MCES)  is  the  state  agency 
responsible  for  diffusing  useful  and  practical  information  on  subjects  relating  to 
agriculture  and  home  economics,  including  management  of  the  4-H  program.  The 
extension  service  is  located  at  Bozeman  and  is  part  of  the  national  land-grant 
university  system. 

Authorized  FTE  increase  1.22  in  fiscal  1986  and  fiscal  1987  for  a  pesticide  spe- 
cialist.     This    new    position   plus    the    pay   plan    are    the   primary   reasons    why   personal 
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services  increase  9.4  percent  from  fiscal  1985  to  fiscal  1987.  Vacancy  savings  of  4 
percent  were  applied  to  administrative,  classified,  and  part-time  positions.  There  are 
no  vacancy  savings  for  extension  specialists  and  county  agents.  Operating  expenses 
increase  3.3  percent  and  total  expenditures  increase  7.4  percent  from  fiscal  1985  to 
fiscal  1987. 

The  general  fund  increases  8.5  percent  from  fiscal  1985  to  1987.  For  fiscal 
1986,  federal  Smith-Lever  funds  were  appropriated  at  $1,976,222  and  the  actual 
authorization  is  $1,837,038,  or  $139,184  less  than  appropriated.  Proprietary  funds 
increase  100  percent  for  the  1987  biennium  because  the  legislature  authorized  AGNET, 
a  computerized  informational  system,  to  be  funded  entirely  by  fees  and  other 
non-general  fund  sources,  rather  than  50  percent  by  general  fund  as  was  done  in 
fiscal  1985.  The  agency  put  the  50  percent  paid  by  fees  in  fiscal  1985  in  the 
designated  fund  so  it  does  not  show  on  the  current  unrestricted  main  table. 

ISSUE   1:      ADMINISTRATION   CONSOLIDATION 

There  are  six  reasons  for  consolidating  the  cooperative  extension  administration 
v;ith  the  agricultural  experiment  station  administration:  (1)  State  legislation,  (2)  other 
states,  (3)  on-site  i-eview  reports,  (4)  work  priorities,  (5)  survey  of  producers,  and 
(6)  cost  savings.      These  reasons  for  consolidation  are  explained  below. 

State  Legislation 

There  are  no  state  statutes  establishing  the  Montana  Cooperative  Extension  Ser- 
vice or  defining  its  purpose  and  structure.  Section  20-25-226(2) (a) ,  MCA,  accepts 
the  terms  and  provisions  of  the  Smith-Lever  Act  of  1914,  which  created  the  federal 
extension  service.  There  are  ten  sections  in  MCA  Chapter  25  defining  the  purpose 
and  structure  of  the  agricultural  experiment  station,  most  specifically  20-25-222:  "The 
purpose  of  the  agricultural  experiment  station  shall  be  to  conduct  and  promote 
studies,  scientific  investigations,  and  experiments  relating  to  agriculture,  natural  re- 
sources,   and   rural   life   and   to   diffuse  information   thereby   acquired   among  the   people 
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of  Montana"  (emphasis  added).  Therefore,  by  state  law  the  agriciiltural  experiment 
station  is  charged  with  responsibility  for  extension  work  among  farmers,  ranchers, 
and  others. 

Other  States 

Other  states  with  combined  agricultural  experiment  station-cooperative  extension 
service  administration  appear  to  have  effective  and  efficient  programs.  Oklahoma, 
Oregon,  Pennsylvania,  and  Wyoming  are  examples  of  states  that  have  combined 
administration,  with  one  College  of  Agriculture  dean  who  is  also  the  agricultural 
experiment  station  and  cooperative  extension  service  director.  These  four  states  plus 
Washington,  Michigan,  Minnesota,  Utah,  South  Dakota,  Nebraska,  and  Idaho  are  some 
of  the  states  that  have  selected  split  agricultural  experiment  station -cooperative 
extension  service  faculty  appointments.  The  Minnesota  director  writes  that  the 
agency  has  a  considerable  number  of  faculty  with  joint  appointments  and  is  in- 
creasingly moving  in  that  direction  because  "often  the  most  effective  extension  educa- 
tor is  one  extending  the  results  of  research  he/she  has  personally  conducted."  Re- 
sponsibilities of  the  Wyoming  College  of  Agriculture  Dean  and  Agricultural  Experiment 
Station-Extension  Service  director  are  one-third  instruction,  one-third  recoaT-'^b,  and 
one-third  extension.  Faculty  have  split  appointments,  some  teaching- research,  some 
extension-research,  and  some  teaching-extension.  Although  a  few  faculty  are  exten- 
sion specialists,  the  dean  and  director  states,  "We  don't  hire  extension  specialists 
anymore  because,  to  have  a  healthy  and  viable  extension  service,  there  must  be  some 
research  or  teaching  responsibilities  involved."  He  concludes  that  structure  is  very 
important  and  that  the  consolidated  Wyoming  organization  is  "really  working  very 
well." 

On-Site  Review  Reports 

Two     recent     on-site     agricultural     experiment     station     reviews,      conducted     by 
out-of-state    experts    and    chaired    by    USD  A    representatives,    indicate    that    Montana's 
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distinction  between  research  and  extension  hinders  progframs.  A  March  19-23,  1984 
report,  prepared  by  the  USD  A  Cooperative  State  Research  Service  principal 
agronomist  after  a  panel  on-site  review  of  the  Plant  and  Soil  Science  Department, 
which  includes  10  extension  service  employees,  suggested  consideration  be  given  to 
making  all  extension  specialists  regular  members  of  the  department,  accountable  to  the 
department  head  and,  concomitantly,  making  the  department  fully  accountable  for  a 
relevant,  effective,  and  efficient  extension  program.  The  report  further  recommended 
joint  faculty  appointments  in  extension  and  research  for  selected  positions  so  as  to 
more  effectively  attract  and  retain  top-flight  faculty,  enhance  the  generation  and  dis- 
semination of  new  research-based  knowledge,  and  minimize  misinterpretations  of  the 
extension  and  research  functions. 

Another  USD  A  on-site  review,  conducted  March  25-29,  1985  for  the  Department 
of  Animal  and  Range  Sciences,  recommended  that  extension  personnel  become  more  in- 
volved in  research  planning,  that  programs  might  better  meet  the  state's  needs  if  ex- 
tension personnel  held  joint  teaching  and/or  research  appointments,  and  if  the 
Montana  Agricultural  Experiment  Station-College  of  Agriculture  department  heads  were 
more  involved  in  development  of  extension  programs. 

Work  Priorities 

The  extension  service  1985  annual  federal  report  states  that  32.3  staff  years  or 
24.7  percent  of  the  agency's  total  staff  time  was  spent  on  4-H.  Other  staff  time  was 
allocated  4  percent  to  community  development,  19.8  percent  to  home  economics  and 
51.5  percent  to  agriculture  and  natural  resources. 

The  4-H  program  served  approximately  10,000  youth,  according  to  agency 
reports.  If  this  required  24.7  percent  of  extension  staff  time,  then  a  conservative 
cost  figure,  not  including  supplies  and  support  provided  by  the  counties,  is 
$1,3  million,  or  $130  per  youth.  Yet  3,500  volunteers  provided  the  direct  4-H  youth 
leadership    and    any    dues    to    the   clubs,    transportation,    and    project   costs    which    were 


F-38 


MONTANA   COOPERATIVE  EXTENSION   SERVICE 
Page  5 

paid  by  parents  are  not  included  in  this  cost.  By  comparison,  the  state  is  allowing 
$100  in  fiscal  1986  to  meet  the  annual  clothing  needs  of  a  child  in   foster  care. 

During  the  same  time  period,  there  were  approximately  10,000  Girl  Scouts  in 
Montana  served  at  a  total  cost  of  $600,000  from  the  private  sector,  including  dues 
paid  by  parents.  By  comparison,  the  Girl  Scout  cost  is  $60  per  youth.  During  the 
same  time  period,  there  were  12,957  Boy  Scouts  in  the  state  served,  according  to  the 
agency  director,   at  a  cost  of  $502,575  or  $40  per  youth. 

The  extension  service's  1986  work  priorities  increased  4-H  to  28  percent  of  total 
staff  time  and  reduced  agricultural  and  natural  resources  services  to  farmers  and 
ranchers  from  51.5  percent  to  45  percent,  at  a  time  when  the  state  is  experiencing  a 
recognized  agricultural  crisis.  It  may  be  asked  whether  these  are  the  work  priorities 
for  which  the  state  is  appropriating  $4.5  million  dollars. 

Survey  of  Producers 

A  survey  of  700  Montana  opinion-leader  producers,  reported  in  the  fall  1985  is- 
sue of  "AgResearch,"  showed  that  over  88  percent  of  the  respondents  rate  the  staff 
and  the  image  of  the  agricultural  experiment  station  as  good  to  excellent  and  fre- 
quently use  their  material.  The  research  also  shows  that  71  percent  of  the  producers 
have  received  Information  from  the  extension  service.  Producers  are  "particularly  in- 
terested in  those  activities  and  materials  that  have  a  direct  impact  on  their  income 
producing  capacity  and  are  interested  in  receiving  current  information  in  a  clear, 
concise  manner."  One  conclusion  of  the  study  is  that  many  producers  have  a  difficult 
time  distinguishing  between  extension  service  and  agricultural  experiment  station 
functions . 

Cost  Savings 

The    fiscal  1987    cost    savings    of    consolidating    administration    could    be    $568,923. 

Table    1    shows  the    current    administrative    staff    of    both    the    cooperative    extension 

service  and  the  agricultural  experiment  station. 
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Table   1 
Comparison  of  Current  Level  Cooperative  Extension  Service  and 
Agricultural  Experiment  Station   Administration  Staff 


-  -  -  -  Extension  Service  Administration  -  -  -  - 

Average 
FY  1987 

Title  FTE     Costs 


Director 

Associate  Director 

Admin. /Fiscal  Officer 

Ag  &  Nat.  Res.  Program  Coord. 

Human  Res.  Program  Coord. 

4-H  Program  Coordinator 

Area  Supervisor 

Area  Supervisor 

Area  Supervisor 

Area  Supervisor 

Editor  (shared  with  AES) 

Commun.  Spec,  (shared  with  AES) 

Information  Specialist 

Professional  Subtotal 


Average  Professional  FTE  Cost 


Secretary  III 

Programmer /Ana ly s  t 

Administrative  Secreatry  I 

Secretary  II 

Secretary  I 

Personnel  Technician  II 

Accounting  Technician  I 

Mail  Clerk  Supervisor 

Clerk  Typist  III 

Stock  Clerk  I  (shared  with  AES) 


Classified  Subtotal  12^22 

Average  Classified  FTE  Cost 


.90 

$  53,043 

1.00 

53,043 

1.00 

53,043 

1.00 

52,562 

1.00 

52,562 

1.00 

52,562 

1.00 

47,049 

1.00 

47,049 

1.00 

47,049 

1.00 

47,049 

.50 

16,583 

.50 

16,583 

1.00 

33,166 

_11;.9 

$571^343 

$_48^012 

2.00 

$  36,154 

1.00 

18,077 

1.00 

18,077 

3.50 

63,270 

.50 

9,038 

1.00 

18,077 

1.00 

18,077 

1.00 

18,077 

.50 

9,039 

.50 

9,038 

$216^^924 
$_18^077 


-  Agricultural  Experiment 

Station  Admin. - 

FY  1987 

Average 

FY  1987 

Total 

Title 

FTE 

Costs 

Cost 

Director 

.65 

$  20,175 

$ 

73,218 

Associate  Director 

1.00 

31,038 

84,081 

Fiscal  Officer 

1.00 

31,038 

84,081 

Program  Officer 

1.00 

31,038 

83,600 

--- 

52,562 

--- 

52,562 

--- 

47,049 

--- 

47,049 

--- 

47,049 

... 

47,049 

Editor  (shared  with  CES) 

.50 

15,519 

32,102 

Asst.  Edtr. (shared  with  CES)  .50 

15,519 

32,102 

News  Specialist 

.50 

15,519 

— 

48,685 

Professional  Subtotal 

5^15 

$159_j^846 

$_ 

_731_j,189 

Average  Professional  FTE 

Cost 

$  31^038 



s 

36,154 

Word  Processing  Operator 

.75 

$  14,720 

32,797 

Administrative  Secretary 

.75 

14,719 

32,796 

Receptionist 

1.00 

19,626 

82,896 

Secretary  I 

.25 

4,906 

13,944 



18,077 

Accounting  Technician  II 

1.00 

19,626 

37,703 



18,077 



9,039 

Mall  Clerk  (shared  with  CES)  .50 

9,812 

— 

18,850 

Classified  Subtotal 

4.25 

$  83_^409 

$. 

300^333 

Average  Classified   FTE  Cost  $_12i^26 


Total  FTE  and   Cost 


llill       $788j,267  Total   FTE  and  Cost 


9_^40  $243^255        Sljj031^22 


Table    1    shows    there    are    11.9    professional    administrative    FTE    at    the   extension 
service     and     5.15     professional     administrative     FTE     at     the     agricultural     experiment 
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station,  for  a  total  of  17.05  professionals.  The  average  professional  FTE  cost  in 
fiscal  1987  at  the  cooperative  extension  service  is  $48,012  or  $16,974  more  per  person 
than  the  $31,038  average  cost  at  the  agricultural  experiment  station.  These 
cooperative  extension  service  professionals  include  the  director,  associate  director, 
administrative  services  officer,  three  program  coordinators,  four  area  supervisors, 
and       editor-communications       specialists.  The       agricultural       experiment       station 

professionals  include  the  director,  associate  director,  fiscal  systems  officer,  program 
officer,  and  editor-communications  specialists.  The  agencies  are  sharing  two 
professional  FTE  in  the  publications  and  news  section,  and  sharing  one  classified 
FTE. 

The  extension  service  utilizes  23.9  of  its  FTE  at  a  fiscal  1987  cost  of  $788,267  to 
administer  a  $4,479,166  agency  budget,  plus  about  $1.8  million  in  restricted  funds. 
Personnel  costs  for  administration  are  20.9  percent  of  the  $3,765,115  personal  service 
fiscal  1987  budget  at  the  extension  service.  The  agricultural  experiment  station 
utilizes  9.4  of  its  FTE  at  a  fiscal  1987  cost  of  $243,255  to  administer  an  $8,693,189 
agency  budget,  plus  about  $2.9  million  in  restricted  funds.  Personnel  costs  for 
administration  are  3.6  percent  of  the  $6,709,160  personal  service  fiscal  1987  budget  at 
the  agricultural  experiment  station.  Total  personal  services  cost  in  fiscal  1987  for 
administration  of  the  two  agencies  will  be  $1,031,522. 

Current  level  organization  charts  for  the  two  agencies ,  presented  on  table  2 
show  similarities  in  administrative  functions  and  relationships:  (1)  both  agencies  are 
located  at  MSII  and  report  to  the  university  president;  (2)  both  agencies  report  to 
and  receive  federal  funds  from  the  the  USDA,  albeit  different  federal  divisions,  but 
nonetheless  similar  operationally;  (3)  both  agencies  have  associate  directors,  fiscal  of- 
ficers,  and  publications-news  specialists. 
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TABLE  2 
ORGANIZATIONAL   CHARTS 


EXTENSION    SERVICE   CURRENT   ORCANIZATIONAL    STRUCTURE 


USDA 


MONTANA  COOPERATIVE  EXTENSION  SERVICE 
VICE  PRESIDENT  AND  DIRECTOR 


MONTANA  STATE 
UNIVERSITY 
PRESIDENT 


ASSOCIATE  DIRECTOR 
FOR  EXTENSION 


PUBLICATIONS  EDITOR 
INFORMATION-NEWS  SPECIALIST 


AGRICULTURE  &  NATURAL  RESOURCES 
PROGRAM  COORDINATOR 


AREA  I 
SUPERVISOR 

COUNTY  AGENTS 


AREA  II 
SUPERVISOR 

COUNTY  AGENTS 


ADMINISTRATIVE/FISCAL  OFFICER 
STAFF  DEVELOPMENT  OFFICER  (VACANT) 


HUMAN  RESOURCES 
PROGRAM  COORDINATOR 


4-H 

PROGRAM 

COORDINATOR 


AREA  III 
SUPERVISOR 

COUNTY  AGENTS 


AREA  IV 
SUPERVISOR 

COUNTY  AGENTS 


AGRICULTURAL  EXPERIMENT  STATION  CURRENT  ORGANIZATIONAL  STRUCTURE 


USDA 


MONTANA  STATE  UNIVERSITY 
PRESIDENT 


MONTANA  AGRICULTURAL  EXPERIMENT  STATION 
DIRECTOR  &  COLLEGE  OF  AG  DEAN 


PUBLICATIONS 
AND  NEWS 


CAMPUS  DEPARTMENTS 
SCIENTISTS 


ASSOCIATE  DIRECTOR 
FOR  RESEARCH 


FISCAL  SYSTEMS 
OFFICER 


PROGRAM  OFFICER 


RESEARCH  CENTER 
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It  is  also  noteworthy  that  both  agencies  have  computerized  financial  accounting 
and  reporting  systems  and  that  many  of  the  extension  specialists  and  research 
scientists  work  side-by-side  in  the  same  agricultural  experiment  station-College  of 
Agriculture  departments.  The  primary  point,  however,  is  that  there  are  unnecessary 
duplications  in  these  two  structures.  Not  only  are  the  duplications  costly,  but 
experiences  of  other  states,  on-site  review  reports,  and  the  survey  of  producers 
indicate  that  maintaining  two  separate  structures  hinders  program  effectiveness  and 
confuses  farmers  and  ranchers  about  where  to  obtain  assistance. 

A  potential  consolidated  structure  which  streamlines  administration  and  eliminates 
duplicate  positions  is  presented  in  table  3. 


Table  3 
Possible  Consolidated  Structure 


USDA 


MAES-MCES  DIRECTOR  & 
COLLEGE  OF  AG  DEAN 


ASSOCIATE  DIRECTOR 
FOR  RESEARCH 


PUBLICATIONS  AND  INFORMATION 


CAKPUS  DEPARTMENTS 
SCIENTISTS  &  SPECIALISTS 


COUNTY  AGENT 
AREA  SUPERVISOR 

COUNTY  AGENTS 


MONTANA  STATE 

UNIVERSITY 

PRESIDENT 


ASSOCIATE  DIRECTOR 
FOR  EXTENSION 


FISCAL  SYSTEMS  OFFICER 


PROGRAM  OFFICER 


RESEARCH  CENTERS 


COUNTY  AGENT 
AREA  SUPERVISOR 

COUNTY  AGENTS 
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The  consolidated     administration,   presented  in  table  3,   includes  the  following: 

1 .  Appoint  the  Montana  Agricultural  Experiment  Station  director  and  College  of  Ag- 
riculture dean  the  joint  Montana  Cooperative  Extension  director,  and  eliminate 
the  current  extension  director  position, 

2 .  Transfer  one  professional  extension  service  FTE  to  become  the  new  associate  di- 
rector for  extension  at  a  salary  commensurate  with  current  level  agricultural  ex- 
periment station   salaries. 

3 .  Make  the  agricultural  experiment  station  fiscal  officer  the  consolidated  agency 
fiscal  officer,  deleting  the  current  extension  administrative/fiscal  position  and 
the  vacant  staff  development  position,  and  adding  1  FTE  fiscal  specialist  at  the 
agricultural  experiment  station's  average  fiscal  1987  cost  of  $31,038  to  assist  with 
the  combined  workload. 

4.  Continue  the  two  publications  and  information  shared  FTE  and  add  1  FTE  at  ap- 
proximately $31,038  to  this  administrative  function  so  that  the  publications  and 
information  office  will  be  able  to  distribute  regularly  the  most  up-to-date 
materials  to  farmers,   ranchers,   and  county  extension  agents. 

5.  Make  extension  specialists  regular  members  of  the  discipline  campus  departments 
accountable  to  the  department  heads,  thereby  eliminating  three  extension  pro- 
gram coordinator  positions  and  enabling  the  dean  and  director  to  begin  making 
split  extension-research-teaching  appointments  as  appropriate. 

6.  Transfer  to  the  consolidated  structure  two  county  agent  area  supervisors  at 
salaries  commensurate  with  current  level  agricultural  experiment  station  salaries 
and  eliminate  two  area  supervisor  positions. 

7.  Transfer  4,25  classified  FTE  from  the  extension  service  to  the  consolidated 
structure  at  an  average  cost  of  $19,626  each   and  delete  7.75  classified  positions. 

Streamlining  administration  and  eliminating  duplications  would  result  in  a  consol- 
idated structure  with  11.48  professional  FTE  and  8.5  classified  FTE  at  current  level 
agricultural  experiment  station  salaries.  This  is  a  reduction  of  5.57  professional  FTE 
and  7.75  classified  FTE  for  total  personal  services  fiscal  1987  savings  of  $490,144. 
The  new  administrative  personal  services  fiscal  1987  cost  of  the  consolidated  Montana 
Agricultural  Experiment  Station-Montana  Cooperative  Extension  Service  would  be 
$541,378. 

In  addition,  analysis  indicates  that  $78,779  of  related  administrative  operating 
expense  would  also  be  saved.     The  total  fiscal  savings,   therefore,   is  $568,923. 

A  long-range  increased  cost  from  consolidation  might  result  if  some  extension 
specialists  were  to  have  split  appointments  with  research  accounting  for  50  percent  or 
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more  of  their  time.  Although  extension  specialists  are  considered  state  employees  and 
university  faculty,  it  is  a  condition  of  federal  Smith-Lever  funding  that  they  be 
under  U.S.  civil  service  retirement  if  51  percent  or  more  of  their  job  responsibilities 
are  extension  service.  Therefore,  the  overall  benefits  for  extension  faculty  are 
calculated  at  an  average  of  16  percent  in  comparison  to  the  overall  benefits  for 
agricultural  experiment  station  faculty  which  average  20.12  percent.  Under  the 
consolidated  structure,  if  all  extension  faculty  being  transferred  were  split  50  percent 
research  and  50  percent  extension  in  fiscal  1987,  the  additional  cost  would  be 
approximately  $46,000.  If  one  extension  faculty  were  to  have  a  50  percent  research 
appointment,  the  additional  cost  would  be  approximately  $1,200.  If  one  extension 
faculty  were  to  have  a  49  percent  research  appointment  and  a  51  percent  extension 
appointment,   there  would  be  no  additional  benefits  cost. 

In  conclusion,  there  are  six  reasons  to  consider  consolidating  the  cooperative  ex- 
tension administration  with  the  agricultural  experiment  station  administration:  (1) 
state  legislation  which  makes  the  agricultural  experiment  station  responsible  for 
diffusing  information;  (2)  effective  and  efficient  combined  administration  and  programs 
in  other  states;  (3)  USDA  departmental  review  reports  indicating  that  the  present 
distance  between  research  and  extension  is  hindering  programs;  (4)  work  priorities  of 
the  extension  service  allocating  28  percent  of  total  fiscal  1986  staff  time  to  4-H  and  45 
percent  to  agriculture  and  natural  resources;  (5)  confusion  among  agricultural 
producers  about  whether  to  go  to  the  cooperative  extension  service  or  to  the 
agricultural  experiment  station  for  information  and  assistance;  and  (6)  cost  savings  of 
$568,923. 

Option  A :       Consolidate  Montana  Cooperative  Extension  Service  and  Montana  Agricul- 
tural   Experiment    Station    administration    under    the    College    of   Agricul- 
ture dean  for  a  $568,923   general  fund  savings  in  fiscal  1987. 
Option  B  :      Take  no  action. 
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ISSUE   2:      EXTENSION   SPECIALISTS 

There  are  36.81  FTE  extension  specialists  in  27  different  extension  service 
program  areas.  Each  specialist  is  responsible  for  evaluating  research  data  from  the 
agricultural  experiment  station  and  other  sources,  and  for  providing  practical  applica- 
tions to  farmers,  ranchers,  and  others  in  Montana.  Some  extension  specialty  pro- 
grams duplicate  training  available  from  adult  education,  community  colleges,  other 
government  agencies,  businesses,  private  organizations,  and  the  agency  itself.  Other 
extension  programs  are  not  directly  related  to  the  agency's  federally- defined  purpose 
of  serving  agriculture  and  home  economics.  These  points  of  unnecessary  duplication 
or  of  agency  appropriateness  may  be  raised  regarding  9.31  extension  specialists  who 
are  in  the  areas  of  community  development,  economics,  energy,  foods  and  nutrition, 
4-H,  health,  interior  design,  and  safety.  Table  4  shows  the  total  36.81  FTE 
extension  specialists  and  the  FTE  which  will  be  analyzed  for  the  potential  of 
duplication  or  low  priority  in  the  state. 
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Table  4 
Total  Specialist  FTE  Citing  Those  Which  May  be  Duplicative  or  Low  Priority 


Questioned 

Remaining 

Program  Specialists 

FTE* 
1.22 

FTE 

FTE 

Community  Development 

1.22 

__ 

Economics 

4.88 

2.44 

2.44 

Energy 

1.22 

1.22 

— 

Foods   &  Nutrition 

1.22 

1.22 

— 

4-H 

2.44 

1.22 

1.22 

Health 

0.61 

0.61 

— 

Interior  Design 

1.22 

1.22 

— 

Safety 

0.16 

0.16 

— 

Agronomist 

1.68 

— 

1.68 

Tillage 

1.22 

— 

1.22 

Beef 

1.22 

— 

1.22 

Dairy 

1.22 

— 

1.22 

Swine 

1.22 

— 

1.22 

Farm  Management 

2.44 

— 

2.44 

Pesticide  Education 

1.22 

— 

1.22 

Entomologist 

1.22 

— 

1,22 

Sheep 

1.22 

— 

1.22 

Range 

1.22 

— 

1.22 

Horticulturist 

1.22 

— 

1.22 

Weeds 

1.22 

— 

1.22 

Plant  Pathologist 

1.22 

— 

1.22 

Soils  Scientist 

1.22 

— 

1.22 

Ag.    Engineering   &   Technology 

2.64 

— 

2.64 

Human  Development 

1.22 

— 

1.22 

Clothing   &  Textiles 

1.22 
36^81 

— 

1.22 

Total 

_9_._3_1_ 

27^50 

*Each  1.22   academic  year  FTE  is  equal  to  1  person  presented  on  this  table. 

Community  Development 

Community  development  may  be  duplicative  and  low  prioritj'^  because  the  agency's 
1984-1987  four-year  plan  of  work  includes  the  following  six  tasks:  (1)  help  three 
counties  participate  in  a  four-day  conference  on  "Communities  in  Transition  -  Coping 
with  Hard  Times";  (2)  information  on  means  of  funding,  volunteer  recruitment,  and 
training  to  assist  six  county  agents  working  on  two  camps,  a  softball  complex,  and 
water  systems;  (3)  education  of  government  officials  on  liability,  parliamentary  proce- 
dure,   and   decision   making;    (4)    back-up    to   Cut   Bank-Glacier   County   Planning  Board 
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and  county  agents  who  are  establishing  a  road  name  and  addressing  system,  Rosebud 
County  subdivision  issues,  and  Hardin  tree-maintenance  program;  (5)  train  county 
agents  to  work  with  advisory  councils  and  prepare  a  handbook;  and  (6)  develop 
training  modules  for  county  leaders  on  leadership  styles,  public  relations,  communica- 
tion,  etc. 

The  following  points  of  duplication  and  low  priority  are  raised  for  consideration: 

1.  Three  county  agents  and  nine  local  representatives  participated  in  the 
Western  Rural  Development  Center  conference  on  "Hard  Times." 

2.  Work  on  camps,  Softball,  and  water  systems  may  duplicate  services  from  the 
Department  of  Commerce  Finance  Technical  Assistance  Bureau,  Bureau  of 
Mines  Hydrology  Division,  Department  of  Natural  Resources  and 
Conservation,  Voluntary  Action  Centers,  and  United  Ways.  The  Bureau  of 
Mines  Hydrology  Division  officials  report  working  directly  with  the  county 
agents  on  water  systems,  rather  than  through  the  community  development 
specialist . 

3.  The  two-day  training  program  on  "How  State  Government  Functions"  had  14 
people  in  attendance. 

4.  It  may  be  reasonable  to  expect  the  Glacier  County  Planning  Board  and  the 
1.6  FTE  county  agents  serving  the  county  to  themselves  establish  a  road 
name  system  and  to  seek  help  from  other  planning  boards  if  necessary. 
There  are  resources  in  other  counties  to  help  with  subdivision  issues  and 
tree  maintenance. 

5 .  It  is  indeed  important  for  county  agents  to  receive  training  on  working  with 
advisory  councils,  but  it  may  be  expected  such  training  could  be  conducted 
by  the  11.9  professional  administrative  FTE  so  the  functioning  of  local 
councils  would  be  compatible  and  integrated  with  the  statewide  advisory 
council. 

6.  Training  and  consultation  for  public  employees  and  governmental  entities  on 
public  relations,  leadership  styles,  etc.,  is  the  responsibility  of  the  Depart- 
ment of  Administration  Professional  Development  Center.  This  information 
also  is  available  through  the  Montana  Association  of  Counties,  League  of 
Cities  and  Towns,  county  attorneys,  libraries,  adult  continuing  education, 
colleges,  and  universities.  An  average  of  11.4  people  participated  in  each 
of  51  county  workshops  on  leadership  styles. 

It   may   be   asked    to   what    extent    these   six   programs    are   a   priority   for   farmers 

and  ranchers. 

Economics 

The  extension   service   has    (our   full-time  oconomicy   specialists,    the   College  of  Ag- 
riculture  has   an   Economics   Department    with   a   fiscal    1986    personal   services   budget  of 
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$555,205,  and  MSU  has  a  College  of  Business  which  deals  with  agriculture  as  a  busi- 
ness. It  is  the  MSU  Economics  Department  that  is  working  with  the  Montana  Bankers 
Association  Agricultural  Credit  Conference  Committee  and  the  Farmers  Home  Adminis- 
tration to  provide  education  information  to  financially-distressed  agricultural  borrow- 
ers. 

Questions  of  possible  duplication  and  low  priority  may  be  raised  about  two 
full-time  specialists  whose  four-year  plan  of  work  includes  three  programs:  (1)  in- 
creasing public  understanding  of  hydrology,  market  alternatives,  and  policy;  (2) 
raising  the  level  of  market  awareness,  training  county  agents  to  train  farmers  in  mar- 
keting skills,  professional  attitudes,  and  producer  confidence;  and  (3)  providing 
grain  producers  and  supporting  agencies  with  materials  designed  to  isolate  market 
function  and  implement  strategies. 

The  Bureau  of  Mines  has  water  research  and  service  divisions,  which  work  di- 
rectly with  county  agents,  as  well  as  individuals,  companies,  and  agencies,  upon  re- 
quest. The  Department  of  Natural  Resources  and  Conservation  has  water  engineer- 
ing, development,  management,  and  water  rights  bureaus  to  provide  consultation  to 
county  agents,  farmers,  and  ranchers.  It  may  be  asked  whether  the  extension 
service  should  also  have  a  full-time  economics  specialist  working  on  water.  This  may 
be  non-essential  duplication. 

The  Department  of  Agriculture  has  a  Wheat  Research  and  Marketing  unit  that 
promotes  Montana  wheat  and  barley.  The  Build  Montana  Program  also  promotes  state 
agricultural  products.  Media  provide  daily  marketing  information  to  farmers  and 
ranchers  based  on  U.S.  Department  of  Agriculture  information  from  its  Billings  office. 
In  addition,  the  new  Department  of  Agriculture  Emergency  Counseling  Program  pro- 
vides marketing  assistance  to  individual  farmers  and  ranchers.  It  may  be  that  an  ag- 
ricultural experiment  station  marketing  scientist  could  pick  up  any  essential  extension 
marketing  responsibilities  through  a  split  appointment.  In  that  event,  this  full-time 
extension  specialist  would  be  duplication. 
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If  the  legislature  were  to  decide  these  2  FTE  are  duplications  or  lov;  priority, 
the  extension  service  still  would  retain  two  full-time  economists:  The  farm  manage- 
ment economist  and  the  family  economist  specializing  in  agricultural  land  transfers  and 
estate  planning. 

Energy 

The  1984-1987  plan  of  work  for  the  energy  specialist  includes  four  projects:  (1) 
provide  information  on  energy  efficient  design  and  construction  techniques  for  new 
home  construction  and  retrofit;  (2)  teach  directly  and  train  county  agents  in  passive 
solar  applications  for  existing  residential  structures;  (3)  train  50  youth  in  energy 
concepts  in  cooperation  with  the  Department  of  Natural  Resources  and  Conservation; 
and  (4)  establish  30  Hterature  racks  across  the  state  to  distribute  Department  of 
Natural  Resources  and  Conservation  publications.  The  1986  work  plan  adds  the  task 
of  providing  56  county  governments,  450  local  governments,  and  3,000  small 
businesses  with  energy  publications  and  consultations. 

The  Department  of  Natural  Resources  and  Conservation  has  an  Energy  Division 
with  41  FTE  currently,  and  has  80  energy  publications  available.  This  division  has  a 
Conservation  and  Renewable  Energy  Bureau  with  a  commercial  and  institutional  sec- 
tion, information  section,  extension  service,  and  residential  demonstration  program, 
with  programs  that  include  conducting  workshops  around  the  state  and  providing 
technical  assistance  to  local  governments  and  consumers.  It  has  a  Facility  Siting  Bu- 
reau and  a  Planning  and  Analysis  Bureau.  In  fiscal  1986,  the  Department  of  Natural 
Resources  ami  Conservation  is  paying  the  extension  service  $14,406  to  maintain  the  62 
literature  racks  across  the  state,  $13,042  to  train  4-H  youth  in  energy  awareness, 
and  $16,913  to  develop  five  energy  video  tapes,  for  a  total  of  $44,361  in  restricted 
grants . 

In  addition,  the  private  sector  provides  energy  consumer  information  and 
education.  In  Helena,  for  example,  there  are  three  solar  systems  dealers,  one  of 
whom    regularly   conducts    workshops,    and    there    are    nine    building   materials    dealers, 
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one     of     whom     regularly     advertises     free     informational     training     programs     in     the 
newspaper. 

The    following   points    regarding    whether    there   is    on-going   need    for    a    full-time 
extension  faculty  energy  specialist  may  be  considered: 

1.  An  extension  secretary,  who  could  be  paid  up  to  78  percent  time  by  the  lit- 
erature-rack grant ,  might  maintain  the  energy  center  racks  directly  and 
through  the  county  extension  agents. 

2.  The  same  secretary  could  advise  county  agents  when  and  where  the  Depart- 
ment of  Natural  Resources  and  Conservation  energy  workshops  will  be  held 
so  agents  could  receive  training  at  existing  programs. 

3.  County  agents  could  be  given  a  list  of  professionals  at  the  Department  of 
Natural  Resources  and  Conservation  and  refer  technical  questions  directly 
to  them  rather  than  to  the  extension  specialist. 

4.  The  Department  of  Natural  Resources  and  Conservation  is  paj-ing,  through 
the  cooperative  extension  service's  restricted  funds,  for  the  extension 
service  to  distribute  energy  awareness  information  among  4-H   groups. 

5.  Consumers  or  local  governments  who  want  energy  information  may  obtain  it 
from  county  agents,  the  literature  racks,  the  private  sector,  libraries,  or 
the  Department  of  Natural  Resources  and  Conservation  directly. 

Foods  and  Nutrition 

The  1984-1987  plan  of  work  for  the  food  and  nutrition  specialist  includes  five 
projects:  (1)  enroll  50  women  in  a  weight  loss  class  to  help  them  develop  long-term 
weight  control;  (2)  provide  2,500  child  nutrition  packets  to  county  agents  for  dis- 
tribution through  the  schools;  (3)  recruit  home  economists  in  a  Master  Food  Preserver 
Program  so  they  can  train  volunteers  to  provide  information  on  home  food  preserva- 
tion; (4)  under  a  three-county  federal  program,  supervise  paraprofessionals  to  teach 
low-income  families  one-to-one  about  nutrition  and  food  skills;  and  (5)  under  the  same 
federal  program,  paraprofessionals  and  volunteers  will  teach  youth  in  classrooms  and 
after  school  about  meal  planning,    food  preparation,    etc. 

The  following  points  of  possible  duplication  or  low  priority  are  raised  for  consid- 
eration : 

1.        The    weight-loss    classes    had    92    women    enrolled.    Twenty-five    stayed   in    for 
one  year  and   22    percent   lost   weight  before   the   program    was   shifted   to  the 
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counties    in    fiscal    1986 .      Weight-loss    information    and    classes    are    available 
through  magazines,    books,    non-profit  agencies,    and  the  private  sector. 

2.  Most  child  and  adult  nutrition  packets  and  canning  brochures  come  from  the 
U.S.  Department  of  Agriculture.  It  may  not  require  a  faculty  member  to 
distribute  these  to  county  agents  because  a  clerk  may  be  able  to  handle 
this. 

3 .  It  may  be  more  efficient  and  more  effective  for  the  home  economist  county 
agents  to  recruit  and  train  any  needed  food  preservation  volunteers 
through  a  multi-county  cluster  plan,    rather  than  out  of  Bozeman. 

4.  Local  county  health  departments  offer  the  Women,  Infants  and  Children  Pro- 
gram which  is  providing  nutrition  classes  and  vouchers  to  13,500  low-income 
and  at-risk  state  residents  every  month,  according  to  the  Department  of 
Health  and  Environmental  Sciences.  The  health  departments,  public 
schools,  and  Head  Start  Centers  provide  child  and  family  nutrition  informa- 
tion.     This  may  be  non-essential  duplication  by  the  extension   service. 

5.  The  1985  extension  service  report  states  that  62  school  children  received 
information  about  nutritious  snacks  through  this  project. 

6.  The  1985  extension  report  states  that  7  percent  of  the  total  families  are  re- 
maining in  the  three-county  (Hill,  Missoula,  and  Yellowstone)  federal  Ex- 
panded Food  and  Nutrition  Education  Program  (EFNEP) .  The  legislature 
may  ask  that  county  extension  agents  in  those  three  counties  provide  su- 
pervision if  they  and  their  local  advisory  boards  decided  that  it  is  a  local 
priority . 

4-H 

The  agency  has  two  full-time  4-H  youth  specialists  at  a  fiscal  1987  cost  of 
$70,502  whose  four-year  plan  of  work  includes  the  following  objectives:  (1)  Provide 
training  materials  to  3,500  volunteer  leaders  and  literature  to  4-H  club  members;  (2) 
develop  additional  materials  for  volunteer  leaders;  (3)  conduct  training  programs  for 
leaders  in  cooperation  with  county  agents;  and  (4)  participate  in  fairs,  rodeos,  etc. 
The  1985  annual  report  states  that  these  two  county  extension  specialists  trained 
county  agents  from  20  counties  in  "Helps  for  New  4-H  Leaders"  and  sent  a  4-H  news- 
letter to  counties. 

Because  4-H  is  a  well-developed,  standardized  program,  it  may  be  asked  whether 
two  full-time  extension  specialists  really  are  required  to  distribute  materials  to  county 
agents  for  leaders  and  youth,  to  periodically  update  materials  as  necessary,  to  train 
new    county    agents,     and    to    prepare    a    4-H    newsletter.       This    may    be    considered    a 
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reasonable  workload  for  one  full-time  specialist  and  a  (part-time)  secretary.  The 
county  agents  and  the  volunteer  leaders  participate  directly  themselves  in  fairs, 
rodeos,   etc. 

Health 

The  health  specialist  half-time  position  was  vacant  and  filled  again  in  September 
1985.  The  agency's  four-year  work  plan  includes:  (1)  prepare  a  fact  sheet  on  con- 
sumer health  and  a  home  study  course  on  health  to  be  piloted  in  several  counties  and 
a  computer-assisted  package  for  public  schools  to  be  piloted  in  several  counties;  (2) 
develop  a  home  study  course  on  emergency  child  care;  (3)  provide  the  exercise  pro- 
gram for  the  foods  and  nutrition  specialist's  weight-loss  classes,  and  set  up  several 
portable  testing  stations  to  measure  blood  pressure,   resting  heart  rate,   and  strength. 

This  work  plan  duplicates  health  education  courses  provided  by  public  school 
teachers  and  nurses;  programs  on  consumer  health  and  child  care  by  the  Department 
of  Health  and  Environmental  Sciences  and  county  health  departments;  and  American 
Red  cross  first  aid,    CPR,    and  emergency  care  training  programs. 

Interior  Design 

The  four-year  plan  of  work  for  this  position  includes  the  following  four  projects 
for  1984-1987:  (1)  prepare  information  on  purchasing  upholstered  furniture, 
casegoods,  mattresses,  used  furniture,  and  kit  furniture,  and  train  county  agents  on 
furniture  restoration;  (2)  prepare  or  provide  information  on  carpets,  solar  wise 
floorcovers,  wood  floors,  etc;  (3)  develop  or  provide  fact  sheets  on  designing  interi- 
ors for  use  with  wood  and  coal  stoves  and  incorporating  thermal  mass;  and  (4)  fact 
sheets  on  selecting  a  home  computer,  selecting  a  telephone,  and  appliance  mainte- 
nance. The  1986  update  report  adds  a  project  to  train  county  agents.  Housing  Au- 
thority personnel,  and  public  school  teachers  the  basics  of  housecleaning  and 
homemaking  skills. 
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When  this  kind  of  information  is  needed,  there  are  many  sources:  free  or 
low-cost  brochures  are  available  from  magazines;  stores  and  home  fairs  have  literature 
displays;  and  libraries  have  books  and  periodicals.  There  are  continuing  education 
classes  on  furniture  refinishing.  Again,  it  may  be  possible  for  a  clerk  to  distribute 
to  county  agents  such  interior  design  materials  as  are  available  from  the  U.S.  Depart- 
ment of  Agriculture  and,  if  necessary,  for  the  extension  service  to  contract  with 
someone  every  two  or  three  years  to  provide  a  continuing  education  workshop  for 
county  extension  agents. 

Safety 

This  is  a  .13  FTE  vacant  position  designed  to,  according  to  the  four-year  work 
plan:  (1)  provide  a  series  of  workshops  on  farm  tractors  and  machinery  safety;  (2) 
present  information  at  county  and  area  meetings  on  energy  alternatives  and  conserva- 
tion; (3)  provide  information  on  woodlot  management,  assistance  in  forestry  harvest- 
ing, timber  supplies,  and  Eastern  Montana  shelterbelts.  The  1985  report  highlights 
the  following  achievements:  600  people  received  information  on  winter  survival;  2,248 
families  received  information  about  wood  stoves;  3,209  youth  attended  hazardous  occu- 
pational training  in  20  counties;  and  10  percent  of  the  Emergency  Medical  Technicians 
now  have  greater  awareness  of  machinery  operation. 

It  may  be  more  efficient  for  a  clerk  to  distribute  U.S.  Department  of  Agriculture 
safety  brochures  to  county  extension  agents.  An  agricultural  experiment  station  fac- 
ulty member  could  provide  a  workshop  every  three  years  to  update  farm  safety  infor- 
mation for  county  agents.  The  energy  conservation  project  may  belong  with  the  De- 
partment of  Natural  Resources  and  Conservation.  The  forestry  and  woodlot  objectives 
may  belong  with  the  forestry  extension  specialist  or  the  Forest  and  Conservation  Ex- 
periment Station  at  Missoula.  Wood  stove  information  is  available  from  many  sources 
and  literature  could  be  maintained  at  the  county  extension  offices.  The  Sierra  Club 
and  other  non-profit  organizations  provide  winter  survival  training. 
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In  conclusion,  the  legislature  may  decide  that  the  priority  portions  of  programs 
being  provided  by  these  7.63  specialists  are  being  or  can  be  provided  by  clerks,  by 
contract  personnel  every  two  or  three  years,  by  the  faculty  of  the  agricultural  ex- 
periment station  having  minimal  split  extension  appointments,  by  other  state  agencies, 
and  by  the  private  sector.  In  that  case,  it  could  reduce  the  number  of  program  spe- 
cialists in  the  areas  recognized  as  duplicative  or  low  priority  for  long-term  fiscal 
personal  serAdces  savings  of  $35,251  for  each  FTE  eliminated,  plus  related  operating 
costs  of  $6,413  each.  This  would  have  no  impact  on  the  remaining  22.54  extension 
specialists  in  farm  management,  range,  agronomy,  livestock,  pesticides,  sheep, 
weeds,   tillage,    dairy,    swine,    horticulture,    soils,    engineering,    stress,    and  clothing. 

Option  A :      Direct  the  agency  to     eliminate  9.31     FTE  extension     specialists     at  a 
general  fund  savings  in  fiscal  1987  of  $318,896. 

Option  B :      Take  no  action. 

ISSUE   3:      CLASSIFIED   PERSONNEL 

There  are  12.97  FTE  classified  positions  in  the  specialty  program  units,  resulting 
in  a  ratio  of  .43  secretaries  and  administrative  assistants  to  each  extension  specialist. 
This  is  higher  than  many  other  agencies,  especially  with  word  processors  and  modern 
office  equipment.  For  example,  the  Department  of  Commerce  Office  of  Economic  Anal- 
ysis, doing  similar  work,  has  a  ratio  of  .33  support  personnel  to  one  professional, 
and  the  Department  of  Revenue  Research  Bureau  has  a  ratio  of  .25  support  personnel 
to  one  professional.  A  private  writing  and  publishing  company  reports  it  has  about 
.33  secretaries  and  administrative  assistants  for  each  professional,  and  a  professional 
office  providing  temporary  help  also  reports  that  most  agencies  it  serves  have  ratios 
between    .25  and    .33  support  personnel  to  one  professional. 

These  12.97  FTE  extension  service  support  personnel  have  an  average  fiscal  1987 
personal  services  cost  of  $17,752  each  and  are  summarized  in  table  5. 
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Table  5 
Support  Personnel  for  Extension  Specialists 


Job  Title 

Administrative  Assistant 
Administrative  Secretary  I 
Laboratorj'^  Aide  II 
Secretary  II 
Secretary  III 

Total 


FTE 


1, 

.00 

0, 

.67 

0, 

.30 

10, 

.50 

0, 

.50 

12.97 


Fiscal  ] 

1987 

Pen 

sonal 

Services 

Costs 

$  17 

,752 

11 

,894 

5 

,326 

186 

,396 

8 

,876 

$230^244 

If  the  legislature  decides  to  bring  the  number  of  extension  classified  secretaries 
and  administrative  assistants  more  into  line  with  the  .25  to  .33  ratio  of  other 
agencies,   four  options  are  presented  in  table  6. 


Reduction  of  Clas! 

si  fie  d 

Table  6 
Support  Personnel  for  Extension  Specialists 

Options                  Specialists* 

.33 
Support 

9.96 

7.44 

livalent  positions. 

.25                 -  _  -  Dollar  Savings  -  - 
Support                     .33                             .25 

Option  A                      30.17 
Option  B                      30.17 
Option  C                      22.54 
Option  D                       22.54 

$54,939  -0- 
7.54                            -0-                  $  99,108 

100,934  -0- 
5.64                            -0-                    133,787 

*Number  of  12  month  eqv 

Option  A  provides  a  ratio  of  .33  support  personnel,  or  9.96  FTE  classified,  to 
the  current  level  30.17  specialists.  The  savings  are  $54,939,  with  $53,434  in 
personnel  costs  and  $1,505  in  related  operating  expense.  All  four  options  include 
reductions  of  $500  in  related  operating  expense  per  FTE  classified. 

Option  B  provides  a  ratio  of  .25  support  personnel,  or  7.54  FTE  classified,  to 
the  current  level  30.17  specialists.  This  is  a  reduction  of  5.43  classified  and  related 
operating  expense  for  a  total  savings  of  $99,108. 


F-56 


MONTANA   COOPERATIVE  EXTENSION   SERVICE 
Page  23 

Options  C  and  D  relate  to  the  possible  duplications  and  low  priority  areas  of 
work  presented  under  Issue  2.  For  22.54  extension  specialists,  Option  C  provides  a 
ratio  of  .33  support  personnel,  or  7.44  FTE  classified,  for  a  savings  of  $100,934. 
Option  D  offers  for  consideration  a  ratio  of  .25  support  personnel  for  22.54 
specialists,   or  5.64  FTE  classified.     Option  D  savings  would  be  $133,787. 

Option  A :      Reduce  classified  support  personnel  to  a   .33  ratio  for  30.17  specialists 

at  a  $54,939   savings. 
Option  B :       Reduce  classified  support  personnel  to  a   .25  ratio  for  30.17   specialists 

at  a  $99,108   savings. 
Option  C :      Reduce  classified  support  personnel  to  a   .33  ratio  for  22.54  specialists 

at  a  $100,934   savings. 
Option  D :       Reduce  classified  support  personnel  to  a    .25   ratio  for  22.54   specialists 
at  a  $133,787  savings. 

ISSUE   4:      EQUIPMENT 

In  fiscal  1984  and  1985,  the  agency  expended  $77,818  for  equipment  and  capital 
items  including  appropriations  for  two  word  processors  and  ten  IBM  typewriters.  The 
Forty-ninth  Legislature  appropriated  funds  for  13  additional  typewriters  in  fiscal  1986 
and  1987.  That  makes  total  replacement  of  23  typewriters,  plus  two  nev/  word 
processors,  for  the  20.17  secretaries  and  other  staff  in  four  years.  Agency  officials 
report  that,  in  fiscal  1986,  the  extension  service  has  58  typewriters  and  31  personal 
computers  with  word  processing  capabilities. 

An  IBM  customer  service  representative  reports  that  extension  service's  IBM 
typewriters  should  last  at  least  eight  years  and  that  "the  rule  of  thumb"  for  federal 
agencies  and  most  agencies  is  eight  to  ten  years.  Therefore,  the  legislature  may 
want  to  eliminate  six  duplicative  typewriters  in  fiscal  1987  for  a  cost  savings  of 
$3,932. 
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Option  A :      Eliminate     six     replacement     typewriters     for     a  fiscal  1987   savings  of 

$3,932. 
Option  B :      Take  no  action. 
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Budget  Item 

FTE 

Personal  Service 
Operating  Expense 
Equipment 

Total  Expenditures 

Fund  Source 

General  Fund 

Resource  Indemnity  Trust 

Total  Funds 


Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

%  Change 

1984 

1985 

1986 

1987 

FY85-FY87 

19.21 

19.21 

19.21 

19.21 

0.00 

$510,531 

$520,420 

$521,258 

$538,258 

3.4 

137,032 

124,403 

135,559 

139,820 

12.4 

25,694 

26,853 

17,127 

17,500 

(34.8) 

$673^251 

$g7iiiie 

l&IiiMi 

$695^578 

=Jii= 

$673,257 

$671,676 

$121,636 

$695,578 

3.6 

-0- 

-0- 

$671^676 

552,308 
i673^94| 

-0- 

$695^578 



MUAgl 

__3^6_ 

The  Montana  Forest  and  Conservation  Experiment  Station  generates  research  and 
publications  concerning  productivity  and  wise  use  of  forests,  associated  rangelands, 
water,  wildlife,  and  recreation  resources.  The  forestry  experiment  station  operates 
the  Lubrecht  Experimental  Forest  and  is  the  research  branch  of  the  University  of 
Montana  School  of  Forestry  in  Missoula. 

Operating  expenses  increase  12.4  percent  from  fiscal  1985  to  1987,  primarily 
because  the  agency  spent  only  93  percent  of  its  fiscal  1985  operating  expense 
appropriation.     Equipment  costs  decrease  34.8  percent. 
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Budget  Item 

MSU 

UM 

EMC 

NMC 

WMC 

MCMST 

System   Total 


Actual 

Actual 

After  2% 

Approp. 

Fiscal 

Fiscal 

Fiscal 

Fiscal         % 

Change 

1984 

1985 

1986 

1987          FY85-FY87 

$   43,119,843 

$   44,554,179 

$  45,335,927 

$   47,194,557 

5.9 

33,962,084 

34,897,379 

35,951,843 

37,882,777 

8.6 

12,953,854 

13,545,034 

13,804,485 

14,514,260 

7.2 

6,761,867 

7,422,144 

7,586,260 

8,022,004 

8.1 

3,588,856 

3,743,125 

3,961,903 

4,204,284 

12.3 

8,995,170 

9,788,230 

8,850,268 

9,104,036 

(7.0) 

$lQ9j^MU|I| 

$113^950^091 

$115^490^686 

|120j,921^M| 

6.1 

Fund  Sources 

General  Fund 
Tuition  and  Fees 
Millage 
Land  Grant 
Indirect  Costs 
Other 

Total  Funds 


$  71,835,679  $  74,686,429  $  73.238,916 

21,114,658   22,221,438  25,334,522 

13,787,210  14,384,000 

944,291  -0- 

1,718,454  1,604,000 

592,269  929,248 


13,074,000 

980,515 

1,707,946 

668,876 


iigiiMkiii  liyiMSiSii  liiiii^Siiii  liM-iiiiiii 


$  76,832,704  2.9 

27,153,768  22.2 

14,669,000  6.4 

-0- 

1,604,000  (6.7) 

662,446  11.8 

6.1 


ISSUES 


Fiscal  1987   

General  Fund         Other  Funds 


Declining  Enrollment 

Reduce  Formula  Support  Level 

Option  A:      Roll  Back  to  1985  Level 
Option  B:      Maintain  Fiscal  1986  Level 

Six  Mill  Levy  Fund  Balance 


$(3,372,937) 

$(1,860,909) 

$(700,184) 

$(4,807,819) 


$(1,452,982) 

-0- 

-0- 
$4,807,819 


The  six  units  of  the  Montana  University  System  include  Montana  State  University 
at  Bozeman,  the  University  of  Montana  at  Missoula,  Eastern  Montana  College  at  Bill- 
ings. Northern  Montana  College  at  Havre,  Western  Montana  College  at  Dillon,  and  the 
Montana  College  of  Mineral  Science  and  Technology  at  Butte.  The  six  units 
collectively  serve  over  25,000  full  time  equivalent  students  in  several  discipline  areas: 
Uberal  arts,    fine   arts,    social   sciences,    biological   sciences,    physical   sciences,    educa- 
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tion,     business,     engineering,     technology,     home    economics,     health,     law,     pharmacy, 
journalism,   forestry,   agriculture,   and  architecture. 

The  1987  biennium  budget  was  generated  using  the  formula  developed  by  the 
Legislative  Finance  Committee  and  implemented  in  the  1981  session.  This  formula  is 
comprised  of  two  major  elements:  an  enrollment  driven  portion  for  the  instruction  and 
support  programs  and  the  incremental  budget  for  the  research,  public  service,  and 
physical  plant  programs.  Several  non-formula  adjustments  totaling  $2,159,292  in  the 
1987  biennium  were  also  approved. 

From  fiscal  1985  to  1987  the  total  six  ixnit  expenditures  are  budgeted  to  increase 
6.1  percent.  Individual  unit  expenditure  changes  between  fiscal  1985  and  1987  range 
from  a  12.3  percent  increase  at  Western  Montana  College  to  7  percent  decrease  at 
Montana  College  of  Mineral  Science  and  Technology.  Approximately  80  percent  of  the 
University  System's  appropriation  in  fiscal  1987  is  directly  related  to  enrollment. 
While  enrollment  was  budgeted  to  decrease  .6  percent  in  fiscal  1987  from  actual  fiscal 
1985  levels,  inflation,  the  pay  plan,  and  increased  formula  support  offset  any  expen- 
diture decrease  caused  by  falling  enrollment. 

General  fund  was  budgeted  to  increase  2.9  percent  while  other  funds  increase 
12.3  percent.  Most  of  the  increase  comes  from  a  Board  of  Regent  approved  30  per- 
cent increase  in  tuition  and  fee  rates  from  fiscal  1985  to  fiscal  1987.  The  1985 
legislature  approved  the  removal  of  $970,000  of  land  grant  income  as  a  current 
unrestricted  operating  revenue  source  which  resulted  in  the  concurrent  increase  of 
general  fund  support  for  the  university  system. 

Programs  for  the  university  budgets  include  instruction,  organized  research, 
public  service,  operation  and  maintenance  of  plant,  and  scholarships  and  fellowships. 
The  1987  biennium  appropriation  by  program  for  each  university  unit  is  listed  in  table 
1  on  the  following  page.  The  appropriations  for  the  academic  support,  student  ser- 
vices,    and    institutional    support    programs     are    combined    into    one    program     called 
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support.      Table   1  also  reflects  the  two  percent  reduction  ordered  by  the  Governor  in 
January  1986  and  lists  the  1987  biennium  pay  plan  allocation  to  each  unit. 


Table  1 

1987  Biennium  Program  Appropriation  by  Unit 

Montana  University  System 


Fiscal  ]986*     MSU 

UM 

EMC 

NMC 

WMC 

MCMST 

TOTAL 

Instniction  $24,868,304 

$18,374,002 

$  6,646,879 

$4,097,688 

$1,663,365 

$4,447,942 

$  60,098,180 

Support       13,330,770 

10,543,784 

4,561,067 

2,243,726 

1,505,131 

2,847,249 

35,031,727 

Research        562,236 

456,053 

-0- 

-0- 

-0- 

41,796 

1,060,085 

Public  Service    10,100 

192,302 

221,758 

9,107 

-0- 

-0- 

433,267 

Physical  Plant  5,116,638 

5,043,862 

1,904,062 

900,171 

669,003 

1,160,053 

14,793,789 

Scholar,  and 

Fellowships    896,879 

929,840 

313,719 

249,568 

75,404 

253,228 

2,718,638 

Pay  Plan        551,000 

412,000 

157,000 

86,000 

49,000 

100,000 

1,355,000 

Total   $45^335^927 

$35,951,843 

$13^804,485 

$7^586j,260 

$3^961j^03 

$8,850,268 

$115,490,686 

Fiscal  1987      MSU 

UM 

EMC 

NMC 

WMC 

MSMST 

TOTAL 

Instruction  $24,935,447 

$18,738,093 

$  6,720,915 

$4,228,706 

$1,696,423 

$4,191,187 

$  60,510,771 

Support       13,710,725 

10,920,168 

4,729,420 

2,317,920 

1,565,525 

2,925,316 

36,169,074 

Research        571,378 

508,649 

-0- 

-0- 

-0- 

42,340 

1,122,367 

Public  Service    10,182 

199,261 

221,905 

9,197 

-0- 

-0- 

440,545 

Physical  Plant  5,270,903 

5,210,504 

2,000,066 

917,591 

703,706 

1,358,120 

15,460,890 

Scholar,  and 

Fellowships    954,922 

996,102 

342,954 

272,590 

82,630 

273,073 

2,922,271 

Pay  Plan       1,741^000 

1,310,000 

499,000 

276,000 

156,000 

314,000 

4,296,000 

Total   $47^194,557 

$37,882,777 

$14,514,260 

$8,022,004 

$4,204,284 

$9,104,036 

$120-921,918 

♦Reflects  2  percent  reduction. 

ISSUE   1:      DECLINING  ENROLLMENT 

The  formula  relies  heavily  on  student  enrollment  estimates  to  develop  the  in- 
struction and  support  program  budgets.  Scholarships  and  fellowships  are  also  im- 
pacted as  part  of  this  program's  budget  is  based  on  anticipated  tuition  revenue  which 
is  influenced  by  enrollment  fluctuations. 

The  enrollment  estimate  used  to  establish  the  fiscal  198G  appropriation  was  2.4 
percent    higher   than    the    actual    enrollment.      Based    on    recent    enrollment    reports    and 
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an  examination  of  enrollment  factors,  such  as  high  school  graduates  and  survival  ra- 
tios, this  office  now  projects  an  overall  enrollment  decrease  of  4.9  percent  in  fiscal 
1987  from  the  appropriated  level.  Table  2  presents  actual  enrollments  for  fiscal  years 
1984  to  1986,  the  1987  appropriated  enrollment,  and  the  revised  1987  enrollment  esti- 
mate. 


Table  2 

Full-Time  Equivalent   Students 

Fiscal  1984  to  1986  Actual,    Fiscal  1987  Budgeted,    Fiscal  1987  Revised 


%   Change 

Approp . 

Estimated 

Est.  Vs. 

Fiscal  84 

Fiscal  85 

Fiscal  86 

Fiscal  87 

Fiscal  87 

Approp. 

MSU 

10,782 

10,340 

10,097 

10,211 

9,658 

(5.4) 

UM 

8,336 

8,193 

8,144 

8,099 

7,895 

(2.5) 

EMC 

3,503 

3,420 

3,442 

3,494 

3,318 

(5.0) 

NMC 

1,745 

1,707 

1,693 

1,737 

1,689 

(2.8) 

WMC 

882 

880 

854 

873 

826 

(5.4) 

MCMST 

2,090 

1,880 

1,659 

1,837 

1,569 

(14.6) 

Total 

27^338 

26,420 

25,889 

26^251 

24^55 

(4.9) 

As  the  enrollment  estimate  is  now  less  for  fiscal  1987  than  the  estimate  used  to 
set  the  appropriation,  the  legislature  may  want  to  consider  reducing  the  instruction, 
support,  and  scholarship  and  fellowship  program  appropriations  to  reflect  the  revised 
estimate.  Table  3  summarizes  the  fiscal  impact  to  these  programs  and  to  the  tuition 
revenue  estimate  and  the  general  fund.  The  systemwide  expenditure  reduction  would 
be  $4.82  million  in  fiscal  1987,  a  4  percent  reduction  from  the  current  appropriated 
level.  The  systemwide  tuition  revenue  reduction  is  estimated  at  $1.45  million  result- 
ing in  a  general  fund  reduction  of  $3.37  million. 

Option  A:       Reduce  the  fiscal  1987  enrollment  estimates     to  a  systemwide  enrollment 
of  24,955    FTE    students.      This    would   result   in   an   overall   expenditure 
reduction   of   $4.82    million,    a   tuition    reduction    of   $1.45    million,    and    a 
general  fund  reduction  of  $3.37  million. 
Option  B :       Take  no  action. 
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Table  3 

Declining  Enrollment 

Expenditure  and  Revenue  Impact 

Fiscal  1987 


Program  Impact          MSU  UM  EMC  NMC  WMC  MCMST  TOTAL 

Instruction  $(1,350,436)  $(460,262)  $(338,546)  $(116,856)  $(112,908)  $   (611,453)  $(2,990,461) 

Support               (742,536)  (275,061)  (238,231)  (64,053)  (62,707)  (426,774)  (1,809,362) 
Scholarships  and 

Fellowships          123,284  (43,159)  17,448  (61,1^9)  (18,874)  (43,647)  (26,097) 

Total  Expenditure 

Impact  $(l,969_t688)  $(778,482)  $(559^329)  $(242,058)  $(194^489)  $£1^081,874)  $^4,825.920) 

Revenue  Impact 

General  Fund  $   (972,873)  $(559,871)  $(519,814)  $(240,376)  $(116,177)  $   (963,827)  $(3,372,938) 

Tuition               (996,815)  (218,611)  (39,515)  (1,682)  (78,312)  (118,047)  (1,452,982) 

Total  Revenue 

Impact  $(1^969,688)  $^778^482)  $(559,329)  $(242,058)  $(194^489^  $(1,081,874)  $(4,825,920) 


ISSUE  2:      REDUCE   FORMULA   SUPPORT 

Since  the  formula  was  implemented  in  1981,  the  legislature  has  generally  chosen 
to  fund  the  formula  driven  budget  at  levels  less  than  100  percent  of  peer  institutions. 
In  the  1985  biennium,  the  instruction  program  was  funded  at  97  percent  of  the  peers 
and  the  support  program  was  funded  at  95  percent  of  the  peers.  The  49th  Legisla- 
ture increased  the  formula  support  to  the  University  System,  In  fiscal  1986  the  in- 
struction program  is  funded  at  99  percent  of  the  peers  while  the  support  program  is 
funded  at  97  percent  of  the  peers. 

In  light  of  the  tight  fiscal  situation,  the  legislature  may  want  to  consider  reduc- 
ing the  formula  support  level  in  both  the  instruction  and  support  programs  to  the  fis- 
cal 1985  level:  97  percent  for  instruction  and  95  percent  for  support.  This  would  re- 
sult in  an  expenditure  decrease  of  $1.86  million  from  the  1987  appropriated  level  if 
the    enrollment    is    decreased    as    described    in    Issue    1 .      The    entire    savings    would    be 
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general  fund.      The  impact  on  each  unit's  support  program  is  listed  as  Option  A  in  ta- 
ble 4. 

An  alternative  to  rolling  back  to  the  1985  level  is  to  hold  the  formula  support 
levels  at  the  1986  level.  This  would  impact  only  the  support  programs  and  result  in 
95  percent  funding  for  the  support  program  rather  than  97  percent  currently 
appropriated.  The  total  expenditure  reduction  would  be  $700,184  if  the  enrollment  is 
decreased  as  described  in  Issue  1.  This  option  would  also  result  in  a  dollar  for 
dollar  general  fund  reduction.  The  impact  on  each  unit's  support  program  is  listed 
as  Option  B  in  table  4. 


Table  4 

Reduce  Legislative  Funding  Level 

Expenditure  and  Revenue  Impact 

Fiscal  1987 


Programs 

Instruction 
Support 

Total  Expenditure 
Reduction 

General  Fund 
Reduction 


------  Option  A:   Roll  back  to  1985  level  -  -  - 

MSU         UM  EMC         NMC        WMC 


MCMST 


TOTAL 


$(A76,465)   $(359,851)   $(128,937)   $(83,068)   $(40,087)   $(72,317)   $(1,160,725) 
(267,385)    (219,487)    (92,602)    (46,471)    (22,722)    (51,517)     (700,184) 


$(743,850)   $(579,338)   $(221,539)   $(129,539)   $(62,809)   $(123,834)   $(1,860,909) 


$(743,850)   $(579,338)   $(221,539)   $(129,539)   $(62,809)   $(123,834)   $(1,860,909) 


Programs 

Instruction 
Support 

Total  Expenditure 
Reduction 

General  Fund 
Reduction 


MSU 


Option  B:   Maintain  1986  level 
UM         EMC        NMC 


WMC 


MCMST 


$     -0-   $     -0-    $    -0-    $    -0-   $    -0-    $    -0- 
(267,385)    (219,487)    (92,602)    (46,471)    (22,722)    (51,517) 


$(267,385)   $(219,487)   $(92,602)   $(46^4712  $(22,722)   $(51,517) 


5(267^385)   $(219,487)    $(92^602)    $(46,471)   $(22^722)    S(51^517) 


TOTAL 

S     -0- 
(700,184) 

$(700,184) 

$(700,184) 
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Option  A:  Reduce  the  formula  support  level  to  97  percent  for  the  instruction  pro- 
gram and  95  percent  for  support  programs,  resulting  in  a  general  fund 
reduction  of  $1.86  million  in  fiscal  1987. 

Option  B :      Reduce  the  formula  support  level     of  the     support  program  only  to  the 
fiscal    1986   level   of   95    percent.      This    would   result   in   a    general   fund 
reduction  of  $700,184  in  fiscal  1987. 

Option  C:      Take  no  action. 

ISSUE   3:      UNIVERSITY   SIX   MILL   LEVY   FUND   BALANCE 

Section  20-25-423,  MCA,  provides  for  the  statewide  university  six  mill  levy. 
These  funds  are  "for  the  support,  maintenance,  and  improvement  of  the  Montana  Uni- 
versity System  and  other  public  educational  institutions  subject  to  Board  of  Regent 
supervision."  These  funds  are  appropriated  by  the  legislature  and  have  been  used 
almost  exclusively  to  support  the  general  operations  of  the  six  university  units. 

For  several  years ,  the  introductory  boilerplate  language  in  the  general 
appropriations  act  has  included  a  provision  calling  for  a  decrease  in  the  general  fund 
appropriation  for  an  agency  by  the  amount  of  funds  received  from  other  sources  in 
excess  of  the  appropriation  contained  in  the  appropriations  act.  Section  17F  of  the 
1987  biennium  general  appropriations  act  further  states  that  revenues  received  by  the 
university  system  under  the  provisions  of  Section  20-25-423,  MCA,  that  exceed 
$14,384,000  in  fiscal  1986  and  $14,669,000  in  fiscal  1987  must  cause  a 
general  fund  reversion  of  a  like  amount  each  year.  The  university  millage  state 
special  revenue  account  began  carrying  a  fund  balance  in  fiscal  year  1984,  but  there 
has  been  no  general  fund  reduction.  As  of  fiscal  year-end  1985,  this  account  had  a 
fund  balance  of  $3,690,231. 

Table  5  below  shows  the  fund  analysis  for  this  account  for  fiscal  years  1982  to 
1985  actual  and  estimated  for  the  1987  biennium.  The  estimated  1987  biennium  ending 
fund     balance    is     $4,807,819     assuming     no     general    fund     reversion    in    fiscal     1986. 
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It  has  been  the  intent  of  the  legislature  that  any  revenue  collection  exceeding  the 
legislative  appropriation  shall  cause  a  like  reduction  of  general  fund.  As  this  account 
is  estimated  to  have  a  fiscal  1987  ending  fund  balance  of  $4,807,819,  this  is  available 
for  current  level  operations  of  the  University  System  and  should  cause  a  similar 
reduction  in  general  fund.  This  would  not  impact  any  unit's  expenditures,  but  would 
save  $4,807,819  general  fund  in  the  current  biennium . 


Table  5 

University  Millage  Fund  Analysis 

Fiscal  Years  1982  to  1987 


-------A 

r"nTiAT 

Estimated 

Fiscal   1982 

Fiscal  1983 

Fiscal   1984 

Fiscal   1985 

1987   Biennium 

Beginning  Fund  Balance 

S        132,529 

$                    1 

$                 -0- 

$        832,226 

$   3,690,231 

Receipts 

12,139,866 

12,215,135 

12,886,596 

14,703,333 

30,170,588 

Total   Funds  Available 

$12,272,395 

$12,215,136 

$12,886,596 

$15,335,559 

$33,860,819 

Expenditures 

$12,272,394 

$13,079,452 

$13,074,000 

$14,078,000 

$29,053,000 

Prior  Year  Adjustments 

-0- 

(1,508,815) 

(1,019,630) 

(2,232,671) 

-0- 

Total   Exp.    &  Adjust. 

$12,272,394 

$11,570,637 

$12,054,370 

$11,845,329 

$29,053,000 

Net  Operations 

S                     1 

$        644,499 

$        832,226 

$   3,690,230 

$  4,807,819 

Adjustments 

-0- 

(644,499) 
$                   -0- 

-0- 

1 
$_3^690j^231_ 

-0- 

Ending  Fund  Balance 

$        832,226 

$  4,807.819 

Option  A :       Reduce 

the  fiscal 

1987   general 

fund  appropriation     by  $4, 

807,819     and 

increase  the  six  nill  levy  appropriation  by  a  like  amount. 
Option  B :      Take  no  action. 
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Issues 

1.  Excess  cash  available  in  the 

cash  account   (05007) 

2 .  Project  reversions 

3.  Project   delays 

4.  Excess  cash  available  in  the 

capitol  renovation  account   (05003) 

Total  LRBP   Funds  Available 


LRBP  Funds 
Available 


$2,028,521 
213,666 
459,350 

401,000 
$3^102^537 


ISSUES 


1 


General  Fund 


Excess  Cash  in  LRBP  Cash  Account 
Option   A:    Transfer  to  general  fund 
Option   B:    Divert  cigarette  tax 

2 .  Project   Reversions 

Option   A:    Revert  unexpended  balances 
Option  B:    Revert  approp.    auth.    -  heating  unit 
Option   C:    Revert  approp.    auth.    -   street  improv. 
Option  D:    Shift   funding  -   Giant   Springs   St.    Park 
Option  E:    Transfer  to  general  fund 

3.  Project  Delays 

Option   A :    Revert  appropriation   authority  on 

projects  not  yet   begun 
Option   B:    Transfer  to  general   fund 

4.  Interest  Earnings  on   Capitol  Renovation   Bonds 

Option   A:    Transfer  to  LRBP  cash   account 
Option   B :    Transfer  to  general  fund 

5.  Executive  Proposal 

Option   A :    Transfer  capitol  renovation  bond 
proceeds  to  general  fund 


$2,028,521 
$1,891,750 

-0- 
-0- 
-0- 
-0- 
$213,666 


Fiscal  1987  

LRBP  Funds 

$(2,028,521) 
$(1,891,750) 

$158,865 

$2,500 

$17,000 

$35,301 

$(213,666) 


-0- 
$459,350 

-0- 
$401,000 


$5,100,000 


$459,350 
$(459,350) 

-0- 
$(401,000) 


$(5,100,000) 


The  Long-Range  Building  Program  (LRBP)  includes  the  appropriations  for  plan- 
ning, major  maintenance,  and  construction  of  state  buildings.  The  building  program 
is  supervised  by  the  Architecture  and  Engineering  Division  of  the  Department  of  Ad- 
ministration. 

Four  "cash  recovery"  options  appear  to  be  available  to  the  legislature  in  the 
Long-Rango   Building   Program.      First,    a   review   of  the   long-range   building   cash   pro- 
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gram  indicates  that  $2,029  million  will  be  available  in  excess  of  the  amount  needed  to 
cover  outstanding  appropriations.  Second,  $213,666  could  potentially  be  recovered  by 
reverting  the  unexpended  balances  on  completed  projects.  Third,  the  cancellation  or 
delay  ol  five  projects  for  which  construction  has  not  begun  would  iiinkc  $459,3r)0 
available.  Fourth,  the  delayt^d  capitol  iHjnovation  project  will  generate  approximately 
$401,000  more  in  interest  tlian  was  anticripated  during  the  1985  legislative  session.  In 
total,  $3.1  million  is  estimated  to  be  available  through  additional  interest  earnings  and 
project  delays  in  the  Long-Range  Building  Program. 

ISSUE   1:    EXCESS   CASH   AVAILABLE 

The  LRBP  cash  account  receives  supervisory  fees,  20.25  percent  of  cigarette  tax 
collections,  and  interest  eaiTiings  from  the  investment  of  cash  balances  in  the  cash 
account,  the  1981  bond  series,  the  1983  bond  series,  and  the  capitol  renovation  ac- 
counts. 

Table  1  shows  the  cash  flow  within  the  long-range  building  cash  program.  The 
estimated  excess  cash  available  in  fiscal  1987  is  $2,028,521. 
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Table  1 

Cash  Available  in  LRBP  Cash  Account 

1987  Biennium 


Funds  Available   (4/30/86)  $     8,335,459 

Projected  Revenues 

Cigarette  tax  for  remainder  of  fiscal  1986  $     458,585 

Cigarette  tax   for  fiscal  1987    (20.25%)  2,512,000 

Supervisory    fees  60,000 

From  (Mipitol   renovation   account   -    July    1986  169,419 

Interest  due  on   securities  -  October   1986  205,919 

STIP  earnings  -  $4   million  at  7.25%  300,000 

Total   Revenues  3,705,923 

Transfer  of  Excess   Interest   from   Bond   Series  Accounts 

1981  Bond  Series  -  July  1986  $       23,000 

1983   Bond   Series   -  August   1986  1,001,200 

1983   Bond   Series  -   October  1986  3,230,000 

Total  Transfers  4,254,200 


Total  Cash   Available  to  Fund   Appropriations  $   16,295,582 

Outstanding  Appropriation  Authority  (13,716,814) 

Architecture  and  Engineering  Operations  Fiscal  1987  (550,247) 

Excess  Cash  Available  for  Appropriation  $ 2j.028j.521_ 


The  increa.se  in  the  estimate  of  excess  cash  available  is  explained  by  an  increase 
in  interest  earnings  on  cash  balances.  While  interest  rates  are  presently  lower  than 
anticipated  during  the  1985  regular  session,  the  cash  balances  are  considerably  high- 
er. For  the  two  largest  projects  to  receive  appropriations  by  the  1985  legislature 
(Johnson /Wilson  Hall  at  MSU  for  $1.98  million  and  the  Warm  Springs  forensic  unit  for 
$6  million),  only  a  small  portion  of  these  appropriations  have  been  expended  to  date. 
Delays  in  federal  matching  funds  have  held  up  the  expenditure  of  state  capital  project 
funds     for     Department     of    Military    Affairs    projects.       Finally,     the    balaiuM-    of    funds 
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available  at  the  end  of  fiscal  1985  was  $0.8  million  higher  than  anticipated  during  the 
1985  session. 

Option  A:  Set  up  an  appropriation  to  transfer  $2,028,521  of  the  excess  cash  avai- 
lable in  the  cash  account  to  the  general  fund,  and  riniend  Section 
17-5-404,    MCA,    to  do  so. 

Option  B :  Temporarily  increase  the  allocation  of  the  cigarette  tax  to  the  general 
fund  for  fiscal  1987.  If  the  present  allocation  of  the  cigarette  tax  to 
the  cash  account  were  reduced  from  20.25  percent  to  5  percent  in  fis- 
cal 1987,  the  fund  balance  would  be  drawn  down.  By  increasing  the 
allocation  of  the  cigarette  tax  to  the  general  fund  from  79.75  percent 
to  95   percent,    the   general   fund   would   gain   $1,891,750   in   fiscal    1987. 

Option  C:  Retain  the  fund  balance  in  long-range  building  cash  account  for  future 
appropriations . 

ISSUE   2:      PROJECT   REVERSIONS 

Table  2  provides  a  list  of  project  appropriations  that  could  potentially  revert. 
The  table  shows  the  fiscal  year  for  which  an  appropriation  was  made  and  the  status 
of  the  project.      Potential  reversions  in  table  2   total  $213,666. 
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Table  2 

Long-Range  Building  Program 

Potential  Reversions 


Approp. 

Date  Project 

1978  IMT   Tech   -   Sewer  Line 

197!)  Justice  and   Library  Building 

1981  Fort   Harrison   -   Auxiliary   Heating 

1983  Original  Governor's  Mansion 

1983  Street  Improvements   -  Military   Affairs 

1983  Giant   Springs   State   Park  Improvement 

Total  Reversions 


Status 

Reversion 

completed 

$   13,699 

completed 

144,665 

(1) 

2,500 

completed 

501 

(1) 

17,000 

(2) 

35,301 

$2M^Mg 

(1) Federal  matching  funds  have  not  been  forthcoming. 

(2) Appropriation  authority  could  be  transferred  to  a  FWP  account, 


The  sewer  line  project  at  Montana  Tech  has  been  completed  since  1980,  but  the 
eiigituHM-  on  the  project  has  refused  to  submit  a  final  bill.  The  eight  year  statute  of 
limitations  on   this  contract   will  expire  in   1988. 

The  1981  appropriation  for  an  auxiliary  heating  unit  at  Fort  Harrison  was  contin- 
gent on  a  $7,500  federal  match  which  did  not  materialize.  The  Department  of  Military 
Affairs  has   said  that  it  intends  to  revert  the  $2,500  state  appropriation. 

The  street  improvement  in  Anaconda  is  also  a  Department  of  Military  Affairs 
project.  The  1983  appropriation  is  for  raising  and  paving  a  parking  lot  to  correct 
flooding  problems  which  the  department  is  presently  experiencing.  The  specifications 
and  design  work  have  been  completed,  but  the  project  has  been  delayed  because 
there  is  no  asplialt  plant  currently  opiM-ating  in  the  Anaconda  area.  The  expenst;  of 
setting  up  an  asphalt  plant  j)revents  the  department  from  going  ahead  with  the  proj- 
ect until  a  larger  asphalt  project  develops.  Only  in  conjunction  with  another  project, 
such     as    highway    construction     or     a     special    improvement     district,     is     the     project 
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affordable.  The  funding  for  this  project  could  revert,  and  the  department  could  re- 
quest appropriation  authority  for  the  project  at  such  time  that  the  project  becomes 
feasible. 

The  1983  up[)ropri!ition  for  Giant  Springs  State  Park  is  for  landscaping  when  the 
construction  of  the  Fish,  Wildlife  and  Parks  regional  headquarters  is  completed.  This 
$35,301  appropriation  from  the  long-range  building  cash  account  could  be  replaced 
with  an  appropriation  from  either  the  FWP  license  fee  or  the  coal  tax  park  acquisition 
account. 

The  remaining  projects  in  the  above  list  are  completed,  and  the  funds  can  revert 
on  these  completed  projects. 

Option  A:      Revert  $158,865  in  unexpended  fund  balances  on  completed  LRBP  proj- 
ects. 
Option  B :      Revert  the  $2,500  appropriation  authority  for  the  auxiliary  heating  unit 

at   Fort   Harrison. 
Option   C :       Revert  the  appropriation  authority  on  the     street  improvements  project 

in  Anaconda,   which  has  an   unencumbered  balance  of  $17,000. 
Option  D:       Revert  the  $35,301  appropriation  authority  on  the     Giant   Springs   State 
Park   project.      Re-appropriate    the   project    from    the    coal    tax    park    ac- 
quisition  account  or  the   FWP  license  account. 
Option  E:       Transfer  the  reverted     funds  to  the  general     fund,   and  amend  Section 

17-5-404,    MCA,   to  do  so. 
Option  F:       Take  no  action. 

ISSUE   3:      PROJECT   DELAYS 

Five  projects  which  were  funded  by  the  1985  legislature  are  not  yet  under  con- 
struction.     These  five  projects  are  listed  in  table  3. 
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Table  3 

Long-Range  Building  Cash  Program 

Potential  Project  Delays 


Project  Appropriation 

Organizational   Shop   -   Belgrade  $  25,200 

Organizational   Shop   -   Culbertson  25,200 

Fire  Protection  in   Capitol   Complex  350,000 

Fire   Crow   Quarters        State   Lands  44,000 

Rip   Rap   Prickley   Pear  Creek  14,950 

Total  $459^350 


The  construction  of  the  two  Department  of  Military  Affairs  organizational  shops  is 
contingent  on  a  federal  match  which  will  not  be  available  in  the  1987  biennium.  The 
Department  of  Military  Affairs  anticipates  that  these  two  projects  will  be  delayed  until 
fiscal  1988  duo  to  delays  in  federal  funds.  The  fire  protection  project  in  the  capitol 
complex  has  been  delayed  because  of  revisions  in  the  project  scope.  The  fire  crew 
quarters  project  for  the  Department  of  State  Lands  received  a  low  priority  in  the 
long-range  building  bill,  and  funding  was  made  contingent  upon  the  availability  of 
funds  after  other  appropriations  had  been  met.  The  appropriation  authority  was  es- 
tablished in  September  1985,  and  the  project  will  not  be  started  until  the  summer  of 
1986.  The  rip  rapping  of  Pricklej"^  Pear  Creek  at  Mountain  View  School  has  been  de- 
layed by  disagreements  between  U.S.  Department  of  Fish  and  Wildlife  and  the  Soil 
Conservation  Service  concerning  the  protection  of  fish  habitat. 

Option   A:       Revert  the  $459,350  appropriation  authority  for  the  above  projects  and 
request  that  these  projects  be  included  in  the  capital  construction  pro- 
gram  submitted  to  the   50th  legislature. 
Option   B:       Transfer  $459,350  to  the  general  fund  from  the  cash   account.      Amend 

Section    17-5-404,    MCA,    to  do  so. 
Option    C:       Allow   tliese  projec:ts  to  go  ahead   as   scheduled. 
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ISSUE    4:       INTEREST    EARNINGS    ON    CAPITOL    RI- NOVATION    BOND    PROCKKDS 

In  1981,  the  legislature  authorized  the  sale  of  n  $5  million  bond  issue  for  the 
renovation  of  the  State  Capitol.  Following  the  bond  sale,  the  renovation  project  was 
delayed  and  continues  to  be  "on  hold"  in  the  1987  biennium.  The  1985  legislature  ap- 
propriated $1,347,236  of  the  interest  earnings  on  the  capitol  renovation  bond  proceeds 
to  the  LRBP  cash  account.  By  the  end  of  fiscal  1987,  the  excess  cash  available  is 
estimated  to  increase  to  $1,748,236.  Althovigh  the  1985  legislature  planned  on  the 
availability  of  $1,347,236  of  these  interest  earnings,  an  additional  $401,000  is  now  es- 
timated to  be  available.  An  appropriation  could  be  set  up  to  transfer  all  or  part  of 
the  $401,000  to  the  cash  program  when  it  becomes  available  at  the  end  of  fiscal  1987. 
These  excess  earnings  in  the  capitol  renovation  account  do  not  transfer  automatically; 
they  would  have  to  be  appropriated  to  the  cash  account. 

Option  A:       Set  up  an  appropriation  to  transfer  the  $401,000  of     excess  cash  in  the 
capitol   renovation   account    to   the   long-range   building   cash    account    to 
serve  as  a   reserve. 
Option   B:       Set   up   an   appropriation   to  transfer  the  $401,000  of     excess  cash   in   the 

capitol  renovation   account  to  the  general   fund. 
Option   C:       Leave  the  $401,000  of  excess  cash  in  the  capitol  renovation   account. 

ISSUE  5:      TRANSFER   BOND   PROCEEDS   TO   GENERAL   FUND 

The  unencumbered  balance  in  the  capitol  renovation  bond  proceeds  account  is 
currently  $5.1  million.  These  funds  are  available  to  transfer  to  the  general  fund  as 
the  executive  budget  proposes. 

Two  legal  issues  have  arisen  concerning  the  propriety  of  such  a  transfer: 

1  .  Would  the  transfer  of  bond  proceeds  to  the  general  fund  violate  the  con- 
ditions for  issuing  state  debt  under  Article  VIII,  Section  8  of  the  Montana 
Constitution? 

2.  The  enabling  act  for  the  State  of  Montana  places  restrictions  on  the  use  of 
capital  land  grant  revenue.  Would  these  restrictions  be  violated  by  the 
proposed  transfer? 
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The  lef^al  staff  of  the  Legislative  Council,  in  conjunction  with  the  state's  bond 
counsel  (Dorsey-Whitnoy  in  Minneapolis,  MN),  is  developing  an  opinion  on  these  is- 
sues.     The  opinion   should  be  available  when  the  special  session  convenes. 
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ISSUES   IN   GOVERNOR'S   BUDGET Fiscal   1987 

Genor.il   Eund         Other   Funds 


Gov.    I.      Redirect    RIT   Tux   -   Fiscal   1987 

Option   A:    Governor's  Est.    RIT   Tax 
Option   B:    LEA   Estimated   RIT   Tax 

Gov.    2.      Redirect  Education  Trust  Coal  Tax 

Option   A:    Governor's  Est.    Coal  Tax 
Option   B:    LFA  Estimated   Coal  Tax 


$4,063,000 
$4,526,540 

$7,043,000 
$7,330,918 


$(4,063,000) 
$(4,526,540) 

$(7,043,000) 
$(7,330,918) 


ISSUE    GOV.    1:       REDIRECT    l^ESOURCE    INDEMNITY    TRUST    TAX 

The  Resource  Indemnity  Trust  (RIT)  receives  the  proceeds  of  a  one-half  percent 
tax  on  the  extraction  of  non-renewable  natural  resources.  Section  15-38-202,  MCA, 
provides  that  only  the  net  earnings  may  be  appropriated  and  expended  until  the  fund 
reaches  $100  milHon.  The  ending  balance  in  the  trust  for  fiscal  1986  is  projected  to 
be  $53.4  million. 

The  Governor  has  proposed  that  the  RIT  tax  for  fiscal  1987  be  redirected  to  the 
general  fund.  This  action  would  require  an  amendment  to  Section  15-38-202,  MCA,  to 
allow  expenditures  of  the  trust  principal,  and  an  amendment  to  Section  15-38-203, 
MCA,  which  specifics  that  expendable  funds  "shall  be  used  and  expended  to  improve 
the  environment  and  rectify  damage  thereto."  The  Governor's  executive  budget  has 
estimated  the  amount  of  RIT  tax  redirected  in  fiscal  1987  will  be  $4,063,000.  The 
Office  of  the  Legislative  Fiscal  Analyst  estimates  that  the  amount  of  tax  collected  in 
fiscal   1987   will  be  $4,526,540. 

The  Governor's  proposal  would  impact  neither  the  current  trust  account  balance 
nor  cuiM'cnt  allocations  of  interest  <>(irniiig.s  from  (lie  ti-nst  jicconnt  l)ul  would  impact 
future  interest  earnings.  Based  upon  the  LEA  estimated  RIT  tax,  future  interest 
earnings  would  be  reduced  an  estimated  $104,700  in  fiscal  1987,  $440,500  in  fiscal 
1988,    and    $464,000    in    fiscal    1989    and    beyond    until    the    trust    fund    balance    reaches 
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$100   million,    assuming  an  average  interest  rate  on  new  investments  of  9.25  percent  in 
1987,    9.73   percent  in   1988,    and   10.25   percent  in   1989  and  beyond. 

Option  A:      Redirect  fiscal  1987   RIT  tax  revenues  from  the  trust  account  to  gener- 
al fund   utilizing  the  Governor's  $4,063,000  estimate. 
Option   B:       Redirect   fiscal   1987   RIT   tax  revenues   from  the  trust  account  to  gener- 
al fund  utilizing  the   LFA's  $4,526,540  estimate. 
Option   C:       Take  no  action. 

issui:  (iov.  :;:     ukdihixt  ioducation  trust  coat,  tax 

The  education  trust  is  allocated  a  designated  percentage  of  coal  tax  revenues. 
The  projected  balance  in  the  trust  at  the  end  of  fiscal   1986  is  $79.3   million. 

The  Governor's  executive  budget  proposed  that  the  education  coal  tax  revenues 
for  fiscal  years  1987  through  1989  be  redirected  from  the  trust  to  the  general  fund. 
This  would  require  an  amendment  to  Section  15-35-108(3)  (b)  ,  MCA,  which  allocates 
coal  tax  to  the  education  trust.  The  Governor  has  estimated  the  amount  of  coal  tax 
revenue  redirected  in  fiscal  1987  will  be  $7,043,000.  The  Office  of  the  Legislative 
Fiscal  Analyst  estimates  that  the  amount  of  tax  allocated  in  fiscal  1987  will  be 
$7,330,918. 

'I'hc  Covri-nor's  proposal  would  itn[)act  neither  the  curi-ent  trust  account  balance 
nor  current  allocations  of  interest  earnings  from  the  trust  account,  but  would  impact 
future  interest  earnings.  There  would  be  reduced  interest  earnings  in  fiscal  1987 
and  beyond  to  support  the  school  foundation  program,  university  system  programs, 
and  vocational  and  adult  education  programs.  The  coal  tax  allocation  percentage,  the 
coal  tax  revenues,  and  the  amount  of  reduction  of  future  interest  earnings  through 
1989  are  presented  in  table  1.  The  table  assumes  an  average  interest  rate  on  new 
investments  of  9.25   percent  in   1987,    9.73  percent  in   1988,   and   10.25  percent  in    1989. 
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Table   1 
Education   Trust   Fund  Interest   -   Impact  of  Governor's   Executive  Budget   Proposal 

Projected  -   Fiscal   1987   through   1989 


Coal  Tax 
Fiscal  Year                Allocation 

1987  8.8% 

1988  10.96% 

1989  1 0 . 96% 

Coal   Tax 
Revenue* 

$7,330,918 

9,797,300 

10,584,100 

of  the  Legislative 

Useable  Income 
Current   Law* 

$11,306,621 
10,885,500 
11,913,800 

Fiscal  Analyst 

Useable   Income 
Cov.    Proposal 

$10,739,700 
9,664,700 
9,698,200 

Reduction   in 
Useable   Income 

S   (566,921) 
(1,220,800) 
(2,215,600) 

*Estimate   of   the  Office  ( 

Option  A:       Redirect 

fiscal    1987   coa 

1  tax    rcvoiiuos 

from    the    I''du(;atioii 

Trtisl    I'und 

to  the  general  fund  utilizing  the   Governor's  $7,043,000  estimate. 
Option  B:       Redirect  fiscal   1987  coal  tax  revenues   from  the  Education   Trust   Fund 

to  the   general  fund   utilizing  the   LFA's  $7,;t:}0,918   estimate . 
Option    C:       Take   no  action. 
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NONEXPENDABLE   TRUST   FUNDS 


The  non-expendable  Trust  Fund  consists  of  assets  held  by  the  State  in  a  trustee 
capacity.  Assets  held  in  this  fund  are  to  be  used  only  in  accordance  with  the 
criteria  established  by  the  appropriate  establishing  authority.  A  summary  of  the 
types  of  trusts  are  shown  in  table   1. 


Table   1 
Summary  of  Trusts  by   Classification 


Trust   Classification  Fund   Balance 

Mineral  Production  Tax   Trusts  $     384,178,357 

Land  Grant   Trusts  229,457,471 

Bequests   -   Institutions  34,105 

Bequests  -  MT   Historical  Society  575,788 

Miscellaneous  3,772,932 

Retirement   Trusts  941,875,747 

Total  $lj.559j.894j.400 


The    37    nonexpendable   trust    accounts   as   of   June    30,    1985    are    shown   in   table   2 
on  the  following  page. 
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Mineral  Production   Tax   Trusts 


The  six  mineral  production  tax  trusts  include  four  trust  funds  which  derive 
their  revenues  from  the  coal  severance  tax.  Two  of  the  coal  trusts,  the  Permanent 
and  In-State  Investment  Trusts,  collectively  receive  the  50  percent  of  the  total  coal 
severance  tax  revenues  required  by  the  Constitution  to  go  into  a  non-expendable 
trust.  Seventy-five  percent  of  the  funds  going  into  the  constitutional  trust  go  to  the 
Permanent  Trust  for  investment  and  25  percent  go  to  the  In-State  Trust  for  invest- 
ment in-state.  The  In-State  Trust  was  created  in  fiscal  1984.  Eighty-five  percent  of 
the  interest  earnings  on  the  two  funds  are  deposited  in  the  general  fund,  but  princi- 
pal may  be  appropriated  only  by  a  vote  of  3/4  of  the  members  of  each  house  of  the 
legislature.  Table  3  shows  the  growth  of  the  trust  and  inconio  contributed  to  the 
general  fund  through  fiscal   1985,    with  projections  for  the   1987   biennium. 


Table   3 

Historic  and   Projected   Growtli  in  the   Coal  Tax   Constitutional  Trust 

Fiscal  Years   1978  through   1987 


Investment 

Trust 

Year-End 

Income  to 

Fiscal  Year 

Revenue 

Fund   Balance 

General  Fund 

1978 

$   6,268,262 

$     6,268,262 

$            86,801 

1979 

10,672,277 

16,940,539 

712,165 

1980 

23,024,226 

39,964,705 

2,118,130 

1981 

35,222,694 

75,187,459 

5,099,806 

1982 

43,148,856 

118,336,315 

11,542,421 

1983 

40,022,491 

158,358,806 

18,406,762 

1984 

44,575,660 

202,934,466 

18,947,636 

1985 

49,486,059 

252,420,525 

27,399,902 

1986 

46,801,319 

299,221,844 

28,763,000 

1987 

47,245,617 

346,467,461* 

32,492,000 

♦Balance     in     the     permanent     trust  and  the     in-state     investment  trust     would     be 
$300,967,189  and  $45,500,272   respectively. 
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The  Education  Trust  fund,  a  statutorily  created  coal  trust,  allocated  a 
designated  percentage  of  the  coal  tax  revenues.  The  percent  allocation,  revenues 
derived,   and  useable  income  for  fiscal  1985  through  1987  are  shown  in  table  4. 

ruble   1 

l':<luca(u>n    Trust    l''iuul    Distribution 

Actual   Fiscal   1985  and   Projected  Fiscal   1987 

Coal   Tax  Coal  Tax         Useable 

Fiscal  Year         Allocation  Revenue  Income  Use 

1985  10.0%  $9,174,886     $   8,848,036  10.0%  Vo-Tech/Adult  Education 

1986  10.0%  8,418,905       10,896,121  67.5%  Public  School  Equalization 

1987  8.8%  7,330,918        11,306,621  22.5%   Higher  Education 

While  the  authority  to  allocate  coal  tax  revenues  to  the  education  trust  fund  is 
statutory.  Section  90-6-211,  MCA,  states  that  the  principal  of  the  education  trust 
iund  "shall  be  dedicated  to  education  and  forever  remain  inviolate  and  sacred  to  that 
purpose,    as   [)rovi(i(Ml  in   Sections   3  and   10  of  Article   X  of  the  Montana   Constitution." 

The  Cultural/Parks  Acquisition  Trust  is  also  a  coal  trust  created  by  statute. 
Table  5  shows  the  percent  allocation  of  coal  tax,  revenues  derived,  and  usable  income 
for  fiscal  1985  through   1987. 

Table  5 

Cultural/ Parks  Acquisition  Trust  Fund  Distribution 

Actual  Fiscal  1985   and  Projected   Fiscal   1986  and   1987 

Coal   Tax  Coal  Tax         Useable 

Fiscal  Year         Allocation  Revenue  Income  Use 


198r.  2.5%  $2.:^93,721         $1,458,204 

1086  2.5?,  2.104.72(1  2.400,000 

1987  2.2%  1,832,729  2,064,340 


1/3   Cultural/Aesthetic   proji-cts 
2/3   Park   Site  Acquisition /Mgnit. 


The  Resource   Indemnity  Tax   (RIT)    Trust  provides  funds  from  mineral  extraction 
taxes  to  be  used  and  expended  to  improve  the  environment  and  rectify  damage  there- 
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to.  Only  net  investment  oarninps  may  bo  expended  until  the  fund  reaches  $100 
million.  Thereafter,  both  principal  and  investment  earnings  over  the  $100  million  bal- 
ance may  be  appropriated.  Table  6  shows  the  growth  in  the  trust  fund  and  interest 
earnings  through  fiscal  1985,    with  projections  for  the   1987  biennium. 

Table  6 
Historic  and   Projected  Growth  in  the   Resource   Indemnity   Trust   Fund 

Fiscal   Yours   1974   through    1987 


Fiscal   Year 

1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 


1986 
1987 


Trust 
Kcvonue 


$1,141 
2,146 
2,264 
2,679 
2,414 
1,927 
3,630 
4,960 
7,163 
7,852 
6,804 
4,410 


,385 
,071 
,835 
,956 
,604 
,358 
,322 
,933 
,482 
,943 
,239 
,051 


5,955,900 
4,526,540 


Projected 


Y'car-End 
Fund   Balance 


$  1,141 

3,287 

5,552 

8,232 

10,646 

12,574 

16,204 

21,165 

28,328 

36,181 

42,986 

47,396 


,385 
,456 
,291 
,247 
,851 
,209 
,531 
,464 
,946 
,889 
,128 
,179 


53,352,079 
57,878,619 


Interest 
Earnings 


$ 


96 

283 

475 

696 

908 

1,175 

1,637 

2,204 

3.789 

4,255 

5,526 


,483 
,032 
,376 
,082 
,050 
,982 
,530 
,280 
,265 
,855 
,130 
,373 


5,732,666 
6,309,929 


Land  Grant  Trusts 

The  land  grant  trusts  are  adminifstered  by  the  Department  of  State  Lands,  which 
manages  the  property  held  in  trust.  The  lands  wore  deeded  to  the  State  of  Montana 
by  the  Federal  CJovcrnment  with  passage  of  the  Enabling  Act  by  the  United  States 
Congress.  The  Enabling  Act  provided  for  Montana's  admission  to  the  union  and 
donated  public  lands  to  the  state.  The  Act  set  aside  certain  public  lands  for  perma- 
nent support  and  maintenance  of  public  schools  and  for  establishment  and  maintenance 
of  certain  institutions  and  schools  of  higher  education.  The  permanent  income  from 
those    lands,    including   land    sales,    royalties,    and    timber    sales,    were    to   be    placed   in 
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permanent  trusts,  with  investment  income  from  those  trusts  to  be  used  for  support 
and  maintenance  of  designated  schools  and  institutions.  The  Act  also  provides  that 
the  lands  granted  must  always  be  preserved  for  the  purposes  for  which  they  were 
granted. 

Bequests 

Several  individuals  and  organizations  have  left  property  to  the  state  either 
through  estates  or  by  donation,  with  the  stipulation  that  the  bequested  funds  be 
placed  in  a  nonexpendable  trust  and  that  the  investment  income  on  that  property  be 
used  to  support  a  specified  program.  Four  of  these  trusts  were  left  for  the  benefit 
of  state  schools  and  institutions,  while  five  such  trusts  were  left  to  the  Montana  His- 
torical Society  for  specified  historical  projects. 

Miscellaneous 

The  Burlington  Northern-Geraldine  Settlement  Trust  was  established  in  1984  to 
hold  funds  contributed  by  Burlington  Northern  in  an  out-of-court  settlement  resulting 
from  their  abandonment  of  a  railroad  branch  line  to  Geraldine,  Montana.  The  funds 
are  set  aside  for  construction  of  a  connection  of  the  branch  line  to  the  main  line. 
The  construction  is  the  responsibility  of  Burlington  Northern,  with  work  to  be 
completed  in  1987,  and  to  be  paid  using  the  trust  fund  principal.  Investment  income 
on  the  funds  held  in  trust  are  designated  for  use  by  the  state  to  rehabilitate  the 
brunch  line  or,  if  necessary,  to  pay  inflationary  costs  of  construction.  The  branch 
line  is  owned  and  maintained  by  the  state  and  leased  to  a  non-profit   company. 

The  Noxious  Weed  Management  Trust,  established  by  the  1985  legislature, 
imposes  a  surcharge  on  the  sale  of  registered  herbicides,  to  be  collected  by  the 
Department  of  Agriculture  commencing  in  fiscal  198G.  The  Department  may  expend 
not  more  than  one-half  of  the  annual  proceeds  of  the  surcharge,  with  the  remainder 
to   be    deposited   into   the   trust    fund.      The   trust    fund,    including   investment   income, 
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may  not  be  expended  until  the  principal  reaches  $2.5  million  except  in  case  of  a 
noxious  weed  emergency.  Once  the  $2.5  million  principal  balance  is  reached,  any 
revenue  or  interest  above  that  amount  must  be  transferred  to  a  special  revenue  fund 
for  noxious  weed  management  projects.  The  Act  further  states  that  if  the  trust  is 
terminated  by  law,  the  money  in  the  fund  must  be  distributed  to  the  56  counties  ac- 
cording to  specified   rules. 

'I'hc  K<,';il  Property  Trust  was  cstohlishcd  by  the  legislature.  Section  87-1-601, 
IVICA,  specifies  that  moneys  received  by  the  Department  of  Fish,  Wildlife  and  Parks 
from  sales  of  surplus  real  property  and  mineral  rights  of  the  department  must  be  de- 
posited in  a  nonexpendable  trust ,  with  investment  income  to  be  used  only  for  opera- 
tion, development,  and  maintenance  of  department  real  property,  as  appropriated  by 
the  legislature. 

Retirement   Trusts 

The  retirement  trusts  v;crc  established  by  statute  to  provide  adequate  retirement 
benefits  on  a  funded  basis  to  the  members  for  which  they  were  established.  The  ma- 
jor sources  of  funds  are  employer  and  employee  contributions.  The  assets  of  the  re- 
tirement trusts  may  not  be  used  for  or  diverted  to  any  purposes  other  than  for  the 
exclusive  benefits  of  the  members  and  their  beneficiaries. 

Restrictions 

The  nonexpendable  trusts  discussed  herein  are  restricted  to  specific  uses  of 
trust  assets  by  five  general  levels  of  authority:  the  federal  government,  the  state 
constitution,   legislative  statute,    donor  bequest,    and  legal  contracting  documents. 

Table  7  lists  the  restricting  authority  and  the  action  that  would  be  required  to 
divert  trust   funds   and  investment   incomes   to  other"  purposes. 
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Table  7 
Restrictive  Authority  for  Nonexpendable  Trusts 


Restricting 
Authority 

Federal  Government 


Montana  Constitution 

Ijegisliitivo   StMtuti' 

Bequest 

Legal  Contract 


Action  required  to  change  designated  purpose 

Amendment  of  Enabling  Act  by  simple  majority  vote  of  U.S. 
Congress,  and  amendment  of  Montana  Constitution, 
requiring  two-thirds  vote  of  all  legislators  and  approval  of 
the  registered  voters  of  Montana. 

Amendment  to  Constitution,  requiring  two-thirds  vote  of  all 
legislators  and  approval  by  the  registered  voters  of 
Montana. 

Simple  mjijority   vote  to  repeal  or  amend   statute,    approved 
by   both   liouses  of  the  legislature   and  by  the   Governor   (or 
by  override  of  Governor's  veto). 

Approval  of  donor(s)   if  living.      In  the  case  of  a  bequest 
by  v;ill,   the  original  designation  is  irrevocable. 

Approval  of  contracting  parties 


Fund  Balance 

The  composition  of  the  fund  balances  of  the  37  nonexpendable  trusts  at  the  end 
of  fiscal  1085  is  predominantly  investments.  Table  8  provides  a  breakdown  of  the 
nonexpendiiblc  trust    fiuid   balance's,    taken   as   a   whole. 


Table  8 
Composition  of  37   Nonexpendable   Trust   Fund   Balances  -  Aggregate 

Fiscal   1985 


Assets 

Liab 

lllties 

Cash  and   Ec|ulvalents 

S        36,025,126 

Accounts  Payable 

$          5,252,187 

KpcelvabIcK   (Net) 

21,034,893 

Properties  Held  in  Trust 

721 

Inventory 

5,660 

Deferred  Revenue 

87,441 

Investments 

1,280,153,246 

Flxpd  Assets 

49,753,607 

Total    M.ihl  1  II  !<■:; 

5,34n,Ui') 

OMiPr    A-.r.i-i  r. 

178,262,217 

i'llllcl 

Haliinci- 

$l,5'^.q,894,4()0 

Total   Assets 

$1,565,234,749 

Tota 

1   Liabilities  f.  Fund  Balance 

$1,565,234,749 
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The  Resource  Indemnity  Trust  (RIT)  was  established  in  1973  by  the  43rd  Legis- 
lature.     The  purpose  of  the  trust,    us  stated  in   Section    15-38-102,    MCA,   is: 

.  .  .  to  provide  security  af^ainst  Iohs  or  daniapo  to  (tlic)  environment  from 
tlie  extraction  of  non-renewable  natural  resources.  Recognizing  that  the 
total  environment  consists  of  our  air,  water,  soil,  flora,  fauna,  and  also  of 
those  social,  economic,  and  cultural  conditions  that  influence  our  commu- 
nities and  the  lives  of  our  individual  citizens,  it  is  necessary  that  this  state 
be  indemnified  for  the  extraction  of  those  resources.  Therefore,  it  is  the 
purpose  of  this  chapter  to  provide  for  the  creation  of  a  resource  indemnity 
trust  in  order  that  the  people  and  resources  of  Montana  may  long  endure. 

To  provide  a  source  of  revenues  for  the  RIT  trust,  the  lepfislature  established  a 
one-half  percent  tax  on  the  extraction  of  oil,  gas,  coal,  and  minerals.  Historically, 
nearly  two-thirds  of  the   RIT  tax   has  been  paid  by  crude  oil  producers. 

The  principal  of  the  trust  is  nonexpendable  and  is  invested  by  the  Board  of  In- 
vestments. Section  15-38-203,  MCA,  specifies  that  expendable  funds  made  available 
"shall  be  used  and  expended  to  improve  the  total  environment  and  rectify  damage 
thereto."     Expendable  funds  arc  limited  by   Section   15-38-202,    MCA,    as  follows: 

.  .  .  only  the  net  earnings  may  be  appropriated  and  expended  until  the 
fund  reaches  $100  million.  Thereafter,  all  net  earnings  and  all  receipts 
shall  be  appropriated  by  the  legislature  and  expended,  provided  that  the 
balance  in  the  fund  may  never  be  less  than  $100  million. 

Table  1  shows  the  historical  and  projected  growth  of  the  trust,  yearly  invest- 
ment earnings,    and  interest  rate  on  the   RIT   from   1982  through   1987. 

Table  1 
Historic  and  Projected   RIT   Trust   Fund   Growth   and   Return  on   Investment 

Fiscal  Years   1982   through   1987 


Trust 

Year-End 

Fiscal  Year 

Revenue 

Balance 

1982 

$7,163,482 

$28,328,946 

1983 

7,852,943 

36,181,889 

1984 

6,804,239 

42,986,128 

1985 

4,410,051 

47,396,179 

1986- 

■Est. 

5,955,900 

53,352,079 

1987- 

-Est. 

4,526,540 

57,878,619 

Interest 

Average 

Earnings 

Yield 

$2,294,265 

9.46% 

3,789,855 

11.75% 

4,255,130 

10.67% 

5,520,373 

12.51% 

5,732,666 

11.73% 

6,309,929 

11.58% 
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Section  15-38-202,  MCA,  allocates  thirty  percent  of  the  interest  for  water 
development  and  6  percent  for  the  Montana  Hazardous  Waste  Act.  The  balance  of 
funds,  64  percent,  plus  the  fiscal  1985  fund  balance  was  appropriated  by  the 
Forty-ninth  Legislature  in  three  appropriation  bills  -  HB  500,  HB  952,  and  HB  922. 
'I'ho  tot.il  cstiiniitcd  I'l'l'  interest  funds  iivnihible  and  tlieir  distribution  in  the  1987 
biennium   are   summarized  in  table  2. 

Table  2 
Resource  Indemnity  Trust   (RIT)   Interest  Earnings /Distribution 

1987   Biennium 


Beginning-  Fund   Balance  ^ 

Estimated   RIT   Interest  Earnings 

Total  Funds   Available 

Appropriations  and  Transfers 

Statutorj'^:    Hazardous  Waste  -  6% 

Water  Development  -   30% 
HB   500:    Reclamation,    DSL 

Forestry,    DSL 

Conservation   Districts,    DNRC 

Water  Resources,    DNRC 

Bureau  of  Mines  and  Geology 

Forestry   Experiment   Station 

UM  Organized   Research 

SiHcosis   Benefits.    DHES 

Oil  and  Gas   Regulating,    DNRC 
HB   952:    Comprehensive  Water  Policy  Development 
HB   922:    5%  Environmental  Contingency   Fund 

Grant   Administration   -  DNRC 

Grants,    Prioritized 

Total  Appropriations 

Ending  Fund  Balance 


Fiscal  1986 

Fiscal  1987 

$2,176,069 

$ 

616,075 

5,732,666 

JS_ 

,309,929 

$7,908,735 

$6 

,926,004 

$  343,960 

$ 

378,596 

1,719,800 

1 

,892,978 

622,355 

-0- 

704,555 

-0- 

361,184 

-0- 

784,470 

-0- 

300,000 

-0- 

552,308 

-0- 

278,728 

-0- 

615,600 

580,800 

10,000 

10,000 

188,700 

45,000 

-0- 

308,139 

8,000 

269,000 

803,000 

3 

,395,476 

$  7,292,660 

$6 

,879,989 

$ 616^075 

1.: 

,3,MiQli 

♦Based  on  revised  estimates.      Interest  rate  projections  on  new  securities  have 
been  revised  downward,   as  have  estimates  of  tax  collections  due  to  declining 
mineral  and  oil  production,    resulting  in  lower  investment  yields.      Post-session 
estimated  interest  revenues   for  the  biennium   were  $13.0   million.      The  revised 
biennial  estimate  is   $12.0   million,    a  difference  of  $1.0  million. 
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ISSUE   1:      DEFERRAL  OF  APPUQVEP  LEGACY   GRANT   PROJECTS 

In    fiscal   1986,    the   legislature   used   $3,603,600   ol    lUT  interest    funds    (House   Hill 

500)    for   programs   which   are   general   funded  in   fiscal   1987.      The  legislature   may   wish 

to  consider   funding  those   progi-aius   with    RIT  interest   fvinds   I'lithcr  th.in    general   fvuids 

again    in    fiscal    1987.       This    would    require   using   the    funds    appropriated    in    House    Bill 

922    for  the   RIT   grant  in   fiscal   1987. 

Table   3   shows   the   prioritized   listing   of  the   RIT    grant    projects   approved   by   the 

49th    Legislature    (House    Bill    922)    for    funding    with    RIT    interest    earnings    and    the 

estimated  amounts  expended  in  fiscal  1986. 
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RIT   Grant   Projects 


Table  3 

1987   Biennium  Appropriations 


Project 

1.  Department  of  Agriculture  -  Weed  Control  Trust  Fund 

2.  MSU,  Water  Resources  Research  Center  -  Stream 
Restoration  on  Grasshopper  Creek 

3.  Bureau  of  Mines  and  Geology  -  Groundwater 
Information  Center 

h.      Anaconda/Deer  Lodge  County  -  Anaconda  Soil 
Stabilization  and  Erosion  Control 

5.  MSU,  Water  Resources  Research  Center  -  Stream 
Restor.itlon ,  Confederate  Culch  .ind  Oeep  Creek 

6.  nilES  -  Hazardous  Waste  Management  Collection/Transfer 
Project 

7.  Butte-Silver  Bow  -  Butte  Hill  Mining  Reclamation 

8.  Toole  County  -  North  Toole  County  Reclamation  Project 

9.  Governor's  Office  -  Clark  Fork  River  Projects 

10.  DNRC  -  Reclamation  of  Streambanks  Damaged  by 
Placer  Mining 

11.  Mile  High  Conservation  District  -  Reclamation  for 
Heavy  Metal  Contaminated  Agricultural  Lands 

1?.   Governor's  Office  -  Cabin  Creek  Reference  to  the 
International  Joint  Commission 

13.  MSU,  Water  Resources  Research  Center  -  Cyanides  and 
Heavy  Metals  from  Cyanide  Leach  Operations,  Judith  Mtns. 

14.  DHFS  -  Scoboy  Air  Quality  Monllciring 

I'l.   Mont.ni.i  Sl.ilc  Library  -  Natural  Hc.'uuini'S  Informfitlon 
Sysli'iii  .md  Natural  Heritage  Program 

16.  City  of  Red  Lodge  -  Coal  Miner's  Memorial  Park  - 
Revegetation  and  Irrigation  Project 

17.  Triangle  Conservation  District  -  Expanded  State  Salinity 

18.  Powder  River  Conservation  District  -  Water  Quality  Study 

19.  Glen  Lake  Irrigation  District  -  Therriault  Creek 
Syphon  Construction 

20.  MSU,  49th  Parallel  Institute  -  Montana/Alberta  Milk  River 
Joint  Impoundment  Assessment 

21.  Montana  Bureau  of  Mines  and  Geology  -  Williston  Basin 
Reclamation  Project 

22.  Anaconda/Deer  Lodge  County  -  Sewage  Facilities 

Total  Grants  Approved 

5"..  Environmental  Contingency  Fund  (Governor's) 
Grant  Program  Administration  (DNKC) 

Total  RIT  Grant  Program  Approved  Expenditures 


Estimated 

Unexpended 

Expenditures 

Bal 

.ances 

Grant  Amount 

Fiscal  : 

1986 

June 

30,  1986 

$1,000,000 

$750^ 

,000 

$ 

250,000 

58,266 

-0- 

58,266 

75,000 

-0- 

75,000 

150,000 

25 

,000 

125,000 

134,249 

-0- 

134,249 

800,000 

-0- 

800,000 

500,000 

-0- 

500,000 

298,130 

-0- 

298,130 

130,000 

18 

,000 

112,000 

30,000 

-0- 

30,000 

88,400 

-0- 

88,400 

80,000 

-0- 

80,000 

20,000 

10 

,000 

10,000 

1  ^, ,  000 

-0- 

15,000 

225,561 


225,561 


100,000 

-0- 

100,000 

150,000 

-0- 

150,000 

80,000 

-0- 

80,000 

32,000 

-0- 

32,000 

70,000 

-0- 

70,000 

91,870 

-0- 

91,870 

70,000 

-0- 

— 

70,000 

$4,198,476 

$803, 

,000 

S3 

,395,476 

308,139 

-0- 

308,139 

277,000 

8, 

,000 



269,000 

$4^783^615 

$811,000 

SI 

,972,615 
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The  Department  of  Natural  Resources  and  Conservation,  g^rant  administrator,  has 
let  or  expects  to  let  contracts  and  interagency  agreements  for  six  projects  lor  fiscal 
1980.  totallitig  $1,446,210.  Total  HIT  interest  fund  expenditures  or  ohlinations 
ag-ainst  those  contracts  at  fiscal  1986  year-end  arc  expected  to  be  $803,000.  In  all 
cases,  the  contracts  include  a  contingency  clause  based  on  availability  of  state 
funding.  Table  4  provides  the  status  of  actual  and  anticipated  RIT  grant  activity 
prior  to  June  30,    1986. 


Table  4 
Status  of  RIT   Grant   Actual  and  Projected  Obligations 

Fiscal  1980 


Project 

Priority 

Ar 

reemcnl 

i;xpentli  tviro.'i/ 

H.il.ince 

Number 

Grant  Agreement  With 

Project  Title 

Amount 

Obligations 

ol  Agreement 

1 

Department  of  Agriculture 

Weed  Control 
Management 

$1 

,000,000 

$750,000 

$250,000 

3 

Montana  Bureau  of  Mines 
and  Geology 

Groundwater 
Information  Center 

75,000 

-0- 

75,000 

U 

Anaconda  -  Deer  Lodge  County 

Anaconda  Soil 
Stabilization  and 
Erosion  Control 

106,? 10 

25,000 

81,210 

6 

Department  of  Health  and 
Environmental  Sciences 

Hazardous  Waste 
Management 

115,000 

-0- 

115,000 

9 

Governor's  Office 

Clark  Fork  River 
Projects 

130,000 

18,000 

112,000 

13 

Montana  Water  Resources 

Cyanide  Leach, 

Research  Center 

Judith  Mountains 

$_ 

20,000 

$  10,000 

$  10,000 

SI 

,446^710 

$803^000 

$643^210 

The  funds  expended  on  weed  control  projects  have  been  distributed  as  local 
weed  control  grants,  while  the  remaining  $250,000  would  be  for  additional  grants. 
The  $25,000  provided  to  Anaconda-Deer  Lodge  was  to  plant  trees,  and  that  phase  is 
completed.  Funds  v;ere  provided  to  the  Governor's  Office  and  the  Water  Resources 
Research  Center  to  continue  on-going  research. 
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Table  5  provides  an  estimate  of  funds  that  would  be  available  if  the  RIT  grant 
program  were  deferred  in  fiscal  1987  and  the  unallocated  balance  of  the  RIT  interest 
fund  were  utilized. 

Table  5 
Estimated  RIT   Interest   Funds   Available  -   Deferral  of  RIT   Grant   Program 

Fiscal  1987 

RI'l'   grant  (ipjiropriatioiis  not  under  contract,      I'iscal   1987  $3,329,4(15 

Add:      Unexpended  balance  of  outstanding  grant  agreements 

(All  agreements  are  contingent  on  availabilitj'  of  funds)  643,210 

HIT    gcnnt    progrmii    funds   available  $:{,972,615 

Unallocated   RIT  interest   fiscal   1987   fund   balance^  46,015 

Total   funds  avjiilable  $4^^01.8^^630 


Estimate  of  the  Office  of  the  Legislative   Fiscal  Analyst 


Option  A:      Redirect  approximately     $4.0  million  of  RIT  interest  funds  from  the 

RIT    grant    program    to   replace   general   fund   in   programs   that   improve 
the  state's  environment  or  rectify  damage  to  the  environment. 

Option   B:       Take  no  action. 
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